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PREFACE 


In  1976,  the  Ministry  of  Treasury,  Economics  and  Intergovern¬ 
mental  Affairs  released  the  12th  study  in  the  series  of  Ontario  Tax 
Studies,  Major  Growth  Characteristics  of  the  Personal  Income  Tax  in 
Ontario:  1972-74,  which  presented,  for  the  first  time,  basic  personal 

income  tax  data  on  the  first  three  years  of  tax  reform,  1972-74,  As  an 
ongoing  exercise,  this  paper  would  be  updated  as  more  recent  data  became 
available.  The  first  update  of  the  study  was  completed  in  1977  when  1975 
data  became  available.  With  1976  data  available,  the  second  revision  of 
this  study  has  been  completed. 

The  structural  format  of  this  second  update  is  similar  to  the 
original.  The  chapter  on  Ontario  Tax  Credits,  it  should  be  noted,  has  in 
the  past  been  given  more  detailed  treatment  in  Ontario  Tax  Studies  14, 
Reductions  in  Tax  Burdens  through  Tax  Credits:  Ontario's  Experience. 

The  revised  paper  highlights,  for  the  most  part,  only  the  changes  from 
1975  to  1976. 

As  part  of  the  Ontario  Treasury's  policy  of  monitoring 
personal  income  tax,  the  paper  also  looks  at  two  additional  aspects  of 
the  income  tax,  women  taxfilers  and  pensioner  income.  Data  on  these 
subjects  were  analyzed  for  the  period,  from  1975  to  1976. 

This  paper  was  jointly  prepared  in  the  Taxation  and  Fiscal 
Policy  Branch  by  Tony  Bruno  and  Bernard  Gloyn,  under  the  supervision 
of  Harry  Newton. 


September  -  1978 
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CHAPTER  1:  MAJOR  GROWTH  CHARACTERISTICS  -  1975  AND  1976 

This  chapter  examines  the  major  sources  of  income  reported  for 
tax  purposes  and  the  principal  tax  deductions  claimed  in  Ontario  in  1975 
and  1976. 

GROWTH  IN  TAX  RETURNS 

Table  1-1  shows  that  both  the  total  number  of  tax  returns  and 

the  number  of  taxable  returns  filed  increased  from  1975  to  1976  by  2 . 7  and 
3.8  per  cent  respectively.  The  higher  growth  in  taxable  returns  is  likely 

attributable  to  the  fact  that  in  1976  the  number  of  pensioners  paying  taxes 

rose  by  14.8  per  cent  while  the  number  of  pensioners  filing  a  tax  return 

rose  by  7.6  per  cent.  It  follows  that  since  pensioners  in  1976  represented 

13.6  per  cent  of  total  taxfilers  they  would  have  a  significant  effect  on  the 

total  number  of  tax  returns  and  taxable  returns  filed.  A  further  discussion 

of  the  incomes  and  taxes  of  pensioners  is  presented  in  Chapter  8. 

In  the  previous  period  from  1974  to  1975,  although  the  number  of 
tax  returns  filed  increased,  the  number  of  taxable  returns  dropped.  This 
effect  was  due  largely  to  the  1975  Ontario  tax  reduction  which  exempted 
persons  from  paying  provincial  tax  if  their  taxable  income  was  less  than 
$1,395,  Also,  further  indexing  and  the  exemption  of  the  first  $1,000  of 
private  pension  income  from  taxable  income  contributed  to  the  decline  in 
number  of  taxable  returns.  In  1975,  while  the  number  of  pensioners  filing 
returns  increased  by  only  2.4  per  cent,  the  number  actually  paying  tax 
dropped  by  37.4  per  cent. 


GROWTH  IN  INCOME 

Table  1-1  shows  the  magnitudes  and  growth  of  the  various  sources 
of  income  reported  for  tax  purposes.  Employment  earnings  continued  to  be 
the  major  source  of  income  in  the  province,  although  their  importance  has 
declined  in  the  last  few  years.  In  1972,  employment  earnings  constituted 
81.2  per  cent  of  total  income  reported,  but  by  1976,  this  figure  had  declined 
to  75.4  per  cent.  Investment  income  and  pension  income  were  the  next  most 
important  sources.  These  sources  have  displayed  an  ever-growing  increase 
in  their  importance  with  respect  to  other  components  of  total  income.  In 
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INCOME  REPORTED  IN  ONTARIO  FOR  TABLE  1-1 

INCOME  TAX  PURPOSES 


1975 

1976 

Per  Cent 
Increase 
1975/1976 

TAX  RETURNS 

Number  of  Returns  (000) 

4,785 

4,912 

• 

CM 

Number  of  Taxable  Returns  (000) 

3,183 

3,303 

3.8 

INCOME  SOURCES 

($  million) 

Total  Employment  Earnings'*' 

34,329 

37,984 

10.7 

Total  Unemployment  Insurance  Benefits 

928 

874 

-  5.8 

Pension  Income: 

-  Old  Age  Security  Payments 

865 

1,009 

16.6 

-  Private  Pension  Benefits 

835 

961 

15.1 

-  CPP/QPP  Benefits 

251 

376 

49.8 

Sub-Total 

1,951 

2,346 

20.2 

Family  Allowances 

654 

655 

0.2 

Net  Business  Income 

1,108 

1,107 

-  0.1 

Net  Professional  Income 

1,047 

1,143 

9.2 

Net  Farming  and  Fishing  Income 

299 

249 

-  16.7 

Inv e s tmen t  Inc ome : 

-  Taxable  Capital  Gains 

130 

159 

22.3 

-  Taxable  Dividends 

653 

671 

2.8 

-  Bond  Interest 

350 

427 

22.0 

-  Bank  Interest 

1,447 

1,743 

20.5 

-  Mortgage  Interest 

343 

422 

23.0 

-  Other1 2 3 4 

269 

271 

0.7 

Sub-Total 

3,192 

3,693 

15.7 

3 

Other  Sources  of  Income 

746 

764 

2.4 

Total  Income^- 

44,254 

50,370 

13.8 

1.  Total  Employment  Earnings  includes  wages  and  salaries,  commissions 
from  employment,  taxable  allowances,  adult  training  allowances, 
tips  and  gratuities,  and  net  research  grants, 

2.  Other  Investment  Income  includes  income  from  trusts,  annuity  income, 
other  Canadian  investment  income  and,  foreign  investment  income. 

3.  Other  Sources  of  Income  includes  net  commissions  from  self-employment, 
net  rental  income,  scholarships  and  bursaries,  alimony  and  miscellaneous. 

4.  Totals  may  not  add  due  to  rounding. 
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1972,  investment  and  pension  income  accounted  for  9.9  per  cent  of  total 
income.  By  1976,  they  represented  12.0  per  cent.  All  other  major  sources 
of  reported  income  exhibited  growth  between  1975  and  1976,  with  the  ex¬ 
ception  of  net  farming  and  fishing  income  which  declined  by  16.7  per  cent, 
net  business  income  which  declined  by  0.1  per  cent  and  total  unemployment 
insurance  benefits  which  declined  by  5.8  per  cent.  In  1976,  farming  and 
fishing  income  only  accounted  for  $249  million,  or  0.5  per  cent  of  total 
income  reported.  This  amount  had  a  minimal  impact  on  the  tax  base. 

The  total  number  of  tax  returns  filed  increased  by  2.7  per  cent 
from  1975  to  1976,  while  per  capita  income  for  taxfilers  increased  by  10.9 
per  cent  from  $9,248  in  1975  to  $10,255  in  1976. 

A  substantial  part  of  the  14.9  per  cent  increase  in  total 
income  from  1975  to  1976  was  accounted  for  by  the  growth  in  employment 
income ,  which  constituted  60  per  cent  of  the  rise  in  total  income.  In 
1975,  although  the  number  of  taxfilers  reporting  employment  earnings 
increased  by  only  1.5  per  cent,  total  employment  earnings  rose  by  10.7 
per  cent.  This  growth  in  employment  earnings  was  due  in  large  part  to 
inflationary  pressures  as  workers  sought  to  maintain  the  purchasing  power 
of  their  income.  Since  the  AIB  came  into  effect  in  October  1975,  its 
impact  would  not  be  felt  by  this  time.  The  board  eventually  constrained 
growth  in  employment  earnings  to  an  8  per  cent  increase. 

The  rapid  growth  in  investment  income  experienced  in  preceding 
years  was  less  evident  in  1975  and  1976.  Whereas  investment  income  rose  by 
20.5  per  cent  and  35.2  per  cent  in  1973  and  1974  respectively,  it  increased 
by  only  14.2  per  cent  in  1975  and  15.7  per  cent  in  1976.  In  addition,  there 
has  been  a  change  in  the  pattern  of  increases  among  the  investment  income 
sources.  In  1973  and  1974,  all  of  the  sources  exhibited  varying  growth  rates 
but  in  1975  and  1976  they  increased  by  approximately  the  same  percentage  rate 
This  could  indicate  that  the  earlier  shifts  among  investment  sources  that 
were  caused  by  an  inflation-based  trend  toward  low-risk  savings  and  invest¬ 
ment,  and  by  the  behavioural  responses  to  the  1974  tax  changes  were  gradually 
ending  and  growth  patterns  were  stabilizing. 
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The  largest  1976  investment  income  increases  were  in  mortgage 
interest  (23.0  per  cent),  bond  interest  (22.0  per  cent),  and  bank  interest 
(20.5  per  cent).  Income  from  dividends  only  rose  by  2.8  per  cent  during 
the  same  period.  Capital  gains  picked  up  by  22.3  per  cent  in  1976,  after 
having  experienced  12.1  per  cent  increase  in  1975  and  only  a  3.2  per  cent 
increase  in  1974. 

The  growth  in  pension  income  between  1975  and  1976  was  less  than 
in  previous  years.  In  1973  and  1974,  the  increase  was  about  25  per  cent,  but 
in  1975  and  1976,  the  growth  rate  fell  to  20  per  cent.  These  earlier  gains 
were  largely  due  to  the  10  per  cent  increase  in  the  number  of  pensioners 
filing  tax  returns  in  1973  and  12  per  cent  increase  in  1974,  a  result  of 
their  desire  to  claim  benefits  from  the  enrichments  in  the  Ontario  Tax  Credit 
System.  In  1975,  although  the  number  of  pensioners  filing  tax  returns  increased 
by  2.4  per  cent  and  the  number  claiming  an  Ontario  Tax  Credit  rose  by  2.5  per 
cent,  the  number  paying  taxes  dropped  by  37.4  per  cent.  In  1972,  all  pension 
income  accounted  for  3.8  per  cent  of  total  income;  in  1973,  4.0  per  cent;  and 
has  increased  by  approximately  a  fifth  of  a  percentage  point  each  year  since 
1973  to  4.7  per  cent  in  1976.  The  ever-increasing  importance  of  pension 
income  is  due  to  a  natural  increase  in  the  number  of  pensioners,  an  increase 
in  pensioners  filing  returns  and  to  pension  indexing  which  has  caused  a  rise 
in  pension  income  from  both  private  and  public  pension  schemes. 

Income  reported  by  self-employed  professionals  and  businessmen 
increased  by  4.4  per  cent  from  1975  to  1976.  This  increase  was  considerably 
less  than  those  recorded  for  the  same  time  period  from  all  other  income 
sources.  In  1975,  business  and  professional  income,  as  a  percentage  of  total 
income,  was  below  the  percentages  recorded  over  the  1972  to  1974  period.  From 
1972  to  1975,  this  source  accounted  for  between  4.9  per  cent  and  5.2  per  cent 
of  total  income.  By  1976,  the  proportion  had  declined  to  4.5  per  cent. 

The  16.7  per  cent  decrease  in  net  farming  and  fishing  income  in 
1976  can  also  be  explained  by  a  drop  in  the  price  index  for  Canadian  farm 
products.  Fishing  income  in  Ontario  was  only  $2.6  million  in  1976. 
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DEDUCTIONS  AND  EXEMPTIONS  CLAIMED  IN 
FOR  INCOME  TAX  PURPOSES 

ONTARIO 

TABLE  1-2 

1975 

1976 

Per  Cent 

Increase 

1975/1976 

TAX  RETURNS 

Number  of  Returns  (000) 

3,183 

3,303 

3.8 

Number  of  Taxable  Returns  (000) 

4,785 

4,912 

2.7 

DEDUCTION  COMPONENTS 
($  million) 

General  Exemptions: 

-  Basic  Personal 

8,940 

10,220 

14.3 

-  Married  or  Equivalent 

1,626 

1,770 

8.9 

-  Dependents 

1,050 

1,180 

12.4 

-  Aged  and  Disability^ 

747 

898 

20.2 

Sub-Total 

12,363 

14,068 

13.8 

General  Deductions: 

-  Standard  Deduction 

428 

436 

1.9 

-  CPP  Contributions 

361 

411 

13.9 

-  UIC  Contributions 

321 

419 

30.5 

-  General  Employment  Expense  (3%) 

465 

485 

4.3 

Sub-Total 

1,575 

1,751 

11.2 

Optional  Deductions: 

-  Itemized  Employment  Expense 

226 

223 

-  1.3 

-  Registered  Pension  Plan  Contributions  602 

730 

21.3 

-  RRSP  Contributions 

603 

849 

40.8 

-  RHOSP  Contributions 

137 

185 

35.0 

-  Union  and  Professional  Dues 

135 

162 

20.0 

-  Medical  Expenses 

54 

64 

18,5 

-  Charitable  Donations 

236 

272 

15.3 

2 

-  Education  Deduction 

91 

$£<30 

-”6-r6  “  1  ‘  1 

-  Interest  and  Dividend  Deduction 

929 

1,049 

12.9 

-  Pension  Deduction 

247 

289 

17.0 

.  3 

-  Deductions  transferred  from  Spouse 

100 

124 

24.0 

Sub-Total 

3,360 

4,037 

20.1 

Zj. 

Other  Deductions 

560 

660 

17.9 

Total  Deductions 

17,858 

20,516 

14.9 

1.  Figures  include  disability  deduction  transferred  from  spouse. 

2.  Figures  include  education  deduction  transferred  from  spouse. 

3.  Deductions  transferred  from  spouse  include  age  exemption,  invest¬ 
ment  income  deduction,  and  pension  income  deduction. 

4.  Other  deductions  include  tuition  fees,  child  care  expenses,  carrying 
charges,  moving  expenses,  alimony  paid  and  income  averaging  annuity 
premiums,  plus  some  small  miscellaneous  deductions. 
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GROWTH  IN  DEDUCTIONS 


Table  1-2  shows  the  major  exemptions  and  deductions  claimed 
by  Ontario  taxfilers  in  1975  and  1976.  As  would  be  expected,  those 
exemptions  and  deductions  which  are  generally  available  are  by  far  the 
most  significant  in  terms  of  offsets  against  income.  However,  despite 
the  overriding  significance  of  the  general  exemptions  (basic  personal, 
married,  etc.)  in  reducing  income  brought  to  tax,  they  declined  as  a  pro¬ 
portion  of  total  deductions,  from  78  per  cent  in  1972  to  68  per  cent  in 
1976.  The  growth  in  the  general  deductions  (CPP,  UIC,  etc.)  declined 
slightly  from  9=5  per  cent  in  1972  to  8.5  per  cent  in  1976. 

Optional  deductions,  which  are  claimed  by  taxpayers  incurring 
particular  kinds  of  expenditures  or  contributions,  have  been  increasing 
steadily  over  the  last  few  years =  In  1972,  they  accounted  for  9.6  per 

cent  of  total  deductions;  by  1976,  that  proportion  had  risen  to  19.7  per 
cent.  The  introduction  of  new  deductions  each  year  explains  the  major 

reason  for  this  growth.  Taking  into  account  only  six  optional  deductions 
(itemized  employment  expense,  RPP  contributions,  RRSP  contributions,  union 
and  professional  dues,  medical  expenses  and  charitable  donations),  their 
growth  in  1975  was  17.9  per  cent  and  in  1976,  23.9  per  cent.  In  1974, 
the  first  $1,000  of  interest  income  became  exempt  from  tax  and  the 
Registered  Home  Ownership  Savings  Plan  was  introduced.  By  adding  these 
two  deductions  to  the  original  six,  the  increases  for  1975  and  1976  become 
19.1  per  cent  and  21.0  per  cent,  respectively.  In  1975,  the  interest 
deduction  was  expanded  to  include  taxable  dividends  from  Canadian  cor¬ 
porations.  Also,  the  principal  taxfiler  could  deduct  from  his/her  income 
that  portion  of  certain  deductions  of  the  spouse  that  the  spouse  did  not 
require  to  reduce  his/her  taxable  income  to  zero;  these  transferable 
deductions  included  the  age  exemption,  the  interest  and  dividend  deduction, 
the  pension  income  deduction,  the  disability  deduction  and  the  education 
deduction.  The  inclusion  of  the  above  deductions  in  the  optional  deduction 
group  increases  the  1975  and  1976  growth  rate  to  33.3  per  cent  and  30.0 
per  cent  respectively. 
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In  1976,  the  RPP  and  RRSP  deductions  ceilings  were  raised.  The 
deductions  were  increased  from  $2,500  to  $3,500  and  from  $4,000  to  $5,500 
respectively.  Table  1-2  shows  that  the  above  deductions  grew  substantially 
faster  than  total  deductions.  The  1976  per  cent  increase  in  RPP  contributions 
was  21  per  cent  and  in  RRSP  contributions  it  was  41  per  cent.  Together,  these 
two  plans  created  $1,579  million  in  deductions  from  income. 


GROWTH  IN  TAX  PAYABLE 


TOTAL  TAX  PAYABLE  IN  ONTARIO 
($  MILLION) 

TABLE  1-3 

1975 

1976 

Per  Cent 
Increase 
1975/76 

Taxable  Income 

27,786 

31,439 

13.1 

Basic  Federal  Tax''" 

6,043 

6,717 

11.1 

2 

Provincial  Income  Tax 

1,839 

2,045 

11.2 

Tax  Offsets 

Federal:  Dividend  Tax  Credit 

123 

125 

1.6 

3 

Foreign  Tax  Credit 

29 

29 

- 

/j 

Federal  Tax  Reduction 

754 

788 

4.5 

3 

Ontario:  Foreign  Tax  Credit 

4 

5 

25.0 

Ontario  Tax  Reduction"’ 

15 

13 

-  13.3 

Ontario  Tax  Credits 

408 

420 

2.7 

£ 

Federal  Tax  Payable 

5,317 

5,995 

12.8 

Ontario  Tax  Payable^ 

1,431 

1,624 

13.5 

Total  Tax  Payable 

6,748 

8,040 

19.1 

1.  Basic  federal  tax  is  after  dividend  tax  credit  and  any  tax  adjustments. 


2.  Provincial  income  tax  is  30.5  per  cent  of  basic  federal  tax. 

3.  Foreign  tax  credits  are  not  refundable. 

4.  Federal  tax  payable  has  been  reduced  by  the  tax  reduction  -  8%  of 
basic  federal  tax  (minimum  reduction  $200,  maximum  $500).  If  basic 
federal  tax  is  less  than  $200,  the  tax  reduction  is  the  amount  of 
basic  federal  tax. 

5.  Provincial  tax  payable  has  been  reduced  by  the  Ontario  Provincial  Tax 
Reduction.  If  the  basic  Province  of  Ontario  Income  Tax  is  $61.  or  less, 
no  provincial  income  tax  is  payable. 

6.  Federal  tax  payable  includes  1976  surtax  and  all  federal  tax  reductions 
plus  tax  credits a 

7.  Ontario  tax  payable  is  after  Ontario  tax  credits. 


SHARE  OF  CANADIAN  PERSONAL  INCOME  TAX  GENERATED  IN  ONTARIO  Table 
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The  increase  in  federal  tax  payable  in  1976  was  not  as  great 
as  in  previous  years  and  also,  it  grew  more  slowly  than  did  taxable 
income.  This  is  attributable  to  the  1975  federal  tax  reduction  of  8  per 
cent  of  basic  federal  tax,  an  increase  in  optional  deductions  available 
and  a  further  10.1  per  cent  indexing  of  tax  brackets.  The  cost  of  the 
general  federal  tax  reduction  in  1976  was  $788  million. 

The  1976  rise  in  Ontario  tax  payable  was  slightly  less  than 
in  previous  years  and  was  about  equal  to  the  increase  in  taxable  income. 
This  behaviour  is  explained  by  a  combination  of  factors  -  primarily  the 
introduction  in  1975  of  the  Ontario  tax  reduction  for  taxpayers  with  tax¬ 
able  income  of  $1,540  or  less  and  the  slower  rate  of  growth  in  tax  credit 
outlays  compared  to  previous  years.  The  cost  of  the  provincial  tax  in 
1976  reduction  was  $13  million. 

ONTARIO-CANADA  COMPARISON 

Table  1-4  indicates  that  a  large  proportion  of  income  tax  revenue 
collected  in  Canada  is  generated  in  Ontario.  In  1975  and  1976,  Ontario 
accounted  for  about  39.6  per  cent  of  total  income  reported  in  Canada  and 
about  40  per  cent  of  taxable  income,  while  having  only  36  per  cent  of  the 
total  population  and  40  per  cent  of  tax  returns.  Since  1972,  Ontario's 
proportion  of  total  income,  total  taxable  income  and  total  federal  tax 
payable  within  Canada  has  been  declining.  In  addition,  in  1976,  Ontario's 
proportion  of  population,  number  of  tax  returns  and  total  deductions  within 
Canada  also  declined.  This  trend  is  a  result  of  faster  growth  in  the 
economies  of  British  Columbia  and  Alberta  in  the  last  few  years. 


CHAPTER  2:  THE  CHANGING  STRUCTURE  OF  THE  PERSONAL  INCOME  TAX 


Regardless  of  the  fact  that  the  personal  income  tax  is  extremely 
responsive  to  variations  in  income,  total  taxable  income  rose  faster  than 
basic  federal  tax  or  federal  tax  payable  in  1976.  This  was  due  largely  to 
the  further  indexing  of  the  tax  brackets  and  exemptions  in  1976  by  11.3  per 
cent  compared  to  the  growth  in  income  per  taxfiler  of  10.9  per  cent. 


MODIFICATIONS  TO  THE  TAX  SYSTEM 

The  tax  system  was  modified  on  three  different  levels  in  1976, 

There  were  three  changes  that  directly  affected  the  tax  base  itself.  First, 
the  deduction  ceilings  for  the  RPP  and  RRSP  programs  were  raised.  The  RPP 
deduction  rose  from  a  $2,500  limit  to  a  $3,500  limit  in  1976.  Contributions 
to  an  RRSP  where  the  person  does  not  belong  to  an  RPP  were  raised  from  a 
$4,000  limit  to  a  $5,500  limit,  or  20  per  cent  of  earned  income  whichever  is 
less.  If  a  person  contributed  to  both  an  RRSP  and  RPP,  the  maximum  that 
person  could  claim  as  contributions  for  income  tax  purposes  was  raised  from 
$2,500  to  $3,500,  or  20  per  cent  of  earned  income,  whichever  is  less*  Second 
maximum  child  care  deductions  were  doubled  in  1976  from  $500  per  child  to 
$1,000  per  child  with  the  maximum  deduction  per  taxfiler  raised  from  $2,000 
to  $4,000.  The  last  change  to  directly  affect  the  tax  base  was  the  indexing 
of  tax  brackets  and  exemptions  by  an  additional  11.3  per  cent.  On  the 
federal  tax  level,  a  surtax  was  introduced  in  1976.  The  surtax  amounted  to 
an  additional  10  per  cent  on  every  individual  other  than  a  national  fund 
trust  liable  to  pay  above  $8,000  in  federal  income  tax.  The  10  per  cent 
surtax  applied  to  the  amount  of  federal  income  tax  in  excess  of  $8,000.  The 
last  modification  to  the  tax  system  was  on  the  provincial  level.  The  Ontario 
tax  reduction,  first  implemented  in  1975,  was  extended  in  1976  so  that  tax¬ 
payers  with  a  taxable  income  of  $1,540  or  less  were  not  subject  to  Ontario  tax 

DISTRIBUTION  OF  INCOME  TAX  PAYABLE  IN  ONTARIO 

The  distribution  of  total  tax  paid  by  income  class  is  shown  in 
Table  2-1.  The  distribution  of  the  Ontario  income  tax  burden  has  continued 
to  be  more  progressive  in  terms  of  income  from  1975  to  1976  except  for  the 
75,000+  income  class. 
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INCOME  DISTRIBUTION  OF 

INCOME  TAX 

.  IN 

ONTARIO 

TABLE  2-1 

Income 

Number  of 
Taxf ilers 

Federal  Tax 
Payable 

Ontario  Tax 
Payable 

($000) 

(000) 

($  million) 

($  million) 

1975 

Under  5 

1,682 

25 

-  164 

5-10 

1,339 

713 

159 

10  -  12 

440 

516 

146 

12  -  15 

541 

892 

269 

15  -  20 

455 

1,087 

347 

20  -  25 

164 

566 

187 

25  -  35 

100 

510 

169 

35  -  50 

38 

323 

104 

50  -  75 

18 

262 

83 

75+ 

10 

423 

131 

Total 

4,786 

5,317 

1,431 

1976 

Under  5 

1,588 

12 

-  174 

5-10 

1,247 

564 

108 

10  -  12 

427 

459 

129 

12  -  15 

570 

886 

266 

15  -  20 

590 

1,342 

426 

20  -  25 

248 

816 

269 

25  -  35 

159 

760 

252 

35  -  50 

51 

405 

130 

50  -  75 

21 

298 

90 

75+ 

12 

451 

130 

Total 

4,912 

5,995 

1,626 

1.  Federal  tax  payable  includes 
federal  tax  reduction  and  in 

the 

1976 

effect  of  the 
the  Federal 

applicable 

Surtax. 

2.  Ontario  tax  payable  includes 
Credit  System  and  Ontario  tax 

the  effect  of  the 
reduction . 

Ontario  Tax 

Note:  Totals  may 

not  add  due  to 

rounding . 
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The  75,000+  income  class  paid  approximately  the  same  amount  of 
Ontario  tax  in  1976  as  in  1975.  The  trend  of  improved  progressivity  was 
broken  by  this  income  class  because  of  the  influx  of  filers  at  the  bottom 
of  the  class  in  1976  who  lowered  this  class’s  average  income  from  $127,812 
in  1975  to  $122,429  in  1976.  This  average  income  drop  resulted  in  less 
Ontario  tax  actually  being  paid  by  this  high  income  class  in  1976.  It 
might  be  noted  that  federal  tax  payable  did  not  fall  in  1976  due  to  the 
Federal  Surtax  that  applied  in  that  year. 

In  1975,  taxfilers  with  less  than  $10,000  gross  income  accounted 
for  63  per  cent  of  all  taxfilers  and  paid  11,1  per  cent  of  Ontario  income  tax. 
While  that  same  group  represented  58  per  cent  of  all  taxfilers  in  1976,  their 
tax  credits  in  many  cases  exceeded  liabilities  and  overall,  they  paid  only 
9,1  per  cent  of  Ontario  tax. 

It  might  be  noted  that  for  both  the  Ontario  and  federal  tax  payable 
the  totals  for  all  income  classes  when  viewed  on  a  per  capita  basis  actually 
increased.  This  apparent  contradiction  to  the  decrease  in  tax  per  capita 
for  each  individual  income  class,  is  the  result  of  the  upward  movement  of 
incomes  that  taxfilers  were  reporting.  Thus,  many  people  paid  more  tax 
because  of  an  income  class  shift.  However,  the  tax  per  capita  in  the  income 
classes  declined. 

On  a  per  capita  basis,  Ontario  tax  payable  decreased  for  all  income 
classes  from  1975  to  1976.  The  largest  drop  was  recorded  in  the  $5,000  to 
$10,000  income  group  at  26.9  per  cent  while  the  smallest  was  4.9  per  cent  in 
the  $20,000  to  $25,000  income  range. 

A  similar  trend  is  apparent  for  federal  tax,  Ontario  taxfilers  in 
the  under  $10,000  income  group  paid  16.8  per  cent  less  federal  tax  in  1976 
than  in  1975,  and  in  relation  to  total,  9.6  per  cent  of  federal  tax  in  1976 
compared  to  13.9  per  cent  in  1975. 


CHAPTER  3:  EFFECTIVE  PERSONAL  INCOME  TAX  RATES  IN  ONTARIO 


This  chapter  analyzes  effective  personal  income  tax  rates  under 
the  Ontario  income  tax  system. 

The  distribution  of  total  income  reported  for  tax  purposes  in 
1975  and  1976  is  shown  in  Table  3-1.  The  drop  in  total  income  reported 
by  the  under  $12,000  income  classes  reflects  the  4.8  per  cent  decline  in 
taxfilers  for  those  classes.  On  the  other  hand,  the  increases  in  total 
income  reported  by  all  income  classes  above  $12,000  were  due  to  increases 
in  the  number  of  taxfilers  in  all  classes. 

Table  3-1  also  indicates  the  continuing  shift  of  income  distribu¬ 
tion  upwards  over  time.  The  largest  amount  of  total  income  per  income  class 
has  shifted  from  the  $5,000  to  $10,000  income  class  in  1975  up  to  the  $15,000 
to  $20,000  income  class  in  1976.  A  comparison  of  the  two  distributions  in¬ 
dicates  that  in  1975  only  37  per  cent  of  all  filers  reported  gross  income  in 
excess  of  $10,000.  In  1976,  this  proportion  increased  to  42  per  cent.  The 
increase  in  personal  incomes  reflects  both  real  growth  resulting  from  pro¬ 
ductivity  increases  and  nominal  growth  resulting  from  inflation,,  It  also 
highlights  the  importance  of  recognizing  the  dynamic  nature  of  income  taxa¬ 
tion  and  emphasizes  the  need  for  a  periodic  revaluation  of  what  is  defined 
as  "low  income". 


TOTAL  INCOME  REPORTED  FOR 
PURPOSES  IN  ONTARIO 

TAX 

TABLE 

3-1 

1975 

1976 

Income 

Class 

Number  of 
Taxfilers 

Total 

Income 

Number  of 
Taxfilers 

Total 

Income 

C$000) 

(000) 

($  million) 

(000) 

($  million) 

Under  5 

1,682 

4,034 

1,588 

3,850 

5-10 

1,339 

9,915 

1,247 

9,270 

10  -  12 

440 

4,831 

427 

4,694 

12  -  15 

541 

7,248 

570 

7,671 

15  -  20 

455 

7,773 

590 

10,126 

20  -  25 

164 

3,632 

248 

5,492 

25  -  35 

100 

2,890 

159 

4,549 

35  -  50 

38 

1,543 

51 

2,060 

50  -  75 

18 

1,051 

21 

1,231 

75+ 

10 

1,337 

12 

1,427 

Total 

4,786 

44,255 

4,912 

50,370 

Average 

Income  - 

9,247 

- 

10,255 
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Table  3-2  shows  the  effective  tax  rates  of  both  the  federal  and 
Ontario  personal  income  tax  systems.  The  effective  tax  rates,  as  indicated 
by  the  table,  have  declined  for  all  income  classes  largely  due  to  the  effect 
of  indexing  of  11.3  per  cent  in  1976.  However,  upper  income  taxpayers,  in 
general,  experienced  smaller  decreases  in  effective  tax  rates  than  lower 
income  taxpayers ,  Thus,  in  1976,  the  income  tax  system  was  more  progressive 
than  in  1975. 


EFFECTIVE 
(per  cent) 

INCOME  TAX  RATES  IN  ONTARIO1 

TABLE  3-2 

Income 

Federal 

Ontario^ 

Combined 

Class 

1975 

1976 

1975 

1976 

1975 

1976 

($000) 

Under  5 

0.6 

0.3 

-4.1 

-4.5 

-3.5 

-4.2 

5-10 

7.2 

6.1 

1.6 

1.2 

8.8 

7.2 

10  -  12 

10.7 

9.8 

3.0 

2.7 

13.7 

12.5 

12  -  15 

12.3 

11-5 

3.7 

3.5 

16.0 

15.0 

15  -  20 

14.0 

13.3 

4.5 

4.2 

18.5 

17.5 

20  -  25 

15.6 

14.9 

5.1 

4,9 

20.7 

19.8 

25  -  35 

17  o  6 

16.7 

5.8 

5.5 

23.4 

22,2 

35  -  50 

20.9 

19.6 

6.7 

6.3 

27.6 

25.9 

50  -  75 

24.9 

24.2 

7.9 

7.3 

32.8 

31.5 

75+ 

31.6 

31.6 

9.8 

9.1 

41.4 

40.7 

Average 

12.01 

11.90 

3.23 

3.23 

15.24 

15.13 

1. 

The  effective  tax  rate  for 
calculated  as  total  income 
income  reported. 

each  income  bracket 
tax  paid  divided  by 

is 

total 

2. 

Ontario 
Credit . 

tax  paid 

includes  the  effect 

of  the  Ontario  Tax 

The  impact  of  the  Ontario  tax  credit  program  on  effective  tax 
rates  is  presented  in  Table  3-3.  The  Ontario  tax  credits  are  concentrated 
in  the  lower  income  ranges  and  disappear  entirely  above  $25,000  income  for 
all  but  a  few  taxfilers.  Clearly,  the  progressivity  of  the  Ontario  income 
tax  system  has  been  greatly  enhanced  by  this  program. 
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EFFECTIVE  ONTARIO  PERSONAL  INCOME  TAX  RATES 

BEFORE  AND  AFTER  TAX  CREDITS  (per  cent) 

TABLE  3-3 

Income 

Class 

Before  Tax  Credits 

After  Tax  Credits 

1975 

1976 

1975 

1976 

($000) 

Under  5 

0.5 

0.3 

-4.1 

-4.5 

5-10 

2.9 

2.6 

1.6 

1.2 

10  -  12 

3o8 

3.5 

3.0 

2.7 

12  -  15 

4.2 

4.0 

3.7 

3.5 

15  -  20 

4.7 

4.4 

4.5 

4.2 

20  -  25 

5.2 

4.9 

5.1 

4.9 

25  -  35 

5.8 

5.5 

5.8 

5.5 

35  -  50 

6.7 

6.3 

6.7 

6.3 

50  -  75 

7.9 

7.3 

7.9 

7.3 

75+ 

9.8 

9.1 

9.8 

9.1 

CHAPTER  4:  EMPLOYMENT  INCOME 


Income  from  employment  is  by  far  the  most  important  income 
source  in  Ontario.  Table  4-1  shows  the  major  sources  of  employment 
earnings . 


COMPOSITION  OF  EMPLOYMENT  INCOME 
($  million) 

TABLE  4-1 

1975 

1976 

%  Increase 
1975/1976 

Wages  and  Salaries 

33,147 

37,985 

14.6 

Commissions  from  employment 

715 

801 

12.0 

Taxable  allowances 

413 

561 

35.8 

Other 

54 

65 

20.4 

Total 

34,329 

39,412 

14.8 

Table  4-2  indicates  that  in  1976,  3,874,000  taxfilers  or  78.9 
per  cent  of  all  filers  of  personal  income  tax  returns  reported  income 
from  employment.  The  total  value  of  employment  income  reported  was  $39.4 
billion  which  is  equivalent  to  78.3  per  cent  of  all  personal  income  reported 
for  tax  purposes.  Average  employment  income  reported  in  1976  was  $10,173 
up  from  $9,036  in  1975.  Over  the  past  few  years,  because  of  the  stronger 
growth  of  total  income  from  non-employment  sources  and  the  number  of  tax- 
filers  reporting  non-employment  income,  the  share  of  total  income  accounted 
for  by  employment  earnings  has  been  declining.  In  1972,  the  proportion  was 
81.2  per  cent  but  by  1975  it  had  declined  to  77.6  per  cent.  The  rise  in 
1976  to  78.3  suggests  the  trend  has  stabilized. 

Table  4-2  also  illustrates  the  distribution  of  earnings  from 
employment  by  income  class.  In  1975,  the  highest  concentration  of  tax- 
filers  reporting  income  from  employment  was  in  the  $10,000  to  $25,000 
range.  In  1976,  the  highest  concentration  was  in  the  $10,000  to  $35,000 
gross  income  range.  Between  1975  and  1976,  increases  in  total  employment 
earnings  occurred  in  all  the  income  classes  above  $15,000,  as  they  had 
between  1974  and  1975,  except  that  in  1976  the  75,000+  income  class 
experienced  a  decline. 
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In  contrast  to  the  movements  recorded  in  the  middle  and  upper 
income  ranges,  the  lower  income  brackets  showed  a  decline  in  1976  both  in 
the  number  of  taxfilers  with  employment  income  and  as  a  share  of  total 
income.  This  development  is  due,  in  part,  to  the  natural  upward  movement 
of  taxfilers  in  response  to  both  improving  employment  opportunities  in  the 
upper  income  ranges  and  increases  in  wages  and  salaries.  As  a  result,  the 
lower  income  brackets  are  becoming  dominated  by  the  non-employed ,  retired 
or  part-time  employed  taxfilers. 


DISTRIBUTION  OF  EMPLOYMENT  EARNINGS  BY  INCOME  CLASS 

TABLE  4-2 

Income 

Class 

Number  of 
Filers  With 
Employment 
Income 

Filers  Reporting 
Employment  Income 
as  a  %  of  all 
Filers  in  Income 
Class 

Total 

Employment 

Earnings 

Employment 
Earnings 
as  a  % 

of  all  Income 
in  Class 

($000) 

(000) 

($  million) 

1975 

Under  5 

1,015 

60.3 

2,252 

55.8 

5-10 

1,151 

86.1 

7,667 

77.3 

10  -  12 

410 

93.2 

4,128 

85.4 

12  -  15 

511 

94.5 

6,319 

87.2 

15  -  20 

429 

94.2 

6,758 

86.9 

20  -  25 

150 

91.4 

3,004 

82.7 

25  -  35 

86 

85.3 

2,137 

73.9 

35  -  50 

28 

74.6 

915 

59.3 

50  -  75 

12 

66.3 

492 

46.8 

75+ 

7 

71.7 

656 

49.1 

Total 

3,799 

79.4 

34,329 

77.6 

1976 

Under  5 

920 

57.9 

2,281 

59.2 

5-10 

1,030 

82.6 

6.637 

71.6 

10  -  12 

393 

92.0 

3,946 

84.1 

12  -  15 

535 

93.9 

6,682 

87.1 

15  -  20 

560 

94.9 

8,953 

88.4 

20  -  25 

231 

93.1 

4,703 

85.7 

25  -  35 

143 

89.9 

3,652 

80.2 

35  -  50 

40 

78.4 

1,331 

64.7 

50  -  75 

14 

66.7 

573 

46.6 

75+ 

8 

66.7 

638 

44.9 

Total 

3,874 

78.9 

39,412 

78.3 
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UNEMPLOYMENT  INSURANCE 

The  lower  income  brackets  are  also  dominated  by  persons  receiving 
UIC  benefits o  In  1975,  78  per  cent  of  all  taxfilers  reporting  UIC  benefits 
were  in  the  under  $10,000  income  class  and  these  beneficiaries  comprised 
16.9  per  cent  of  all  taxfilers  in  the  under  $10,000  income  group  while  in 
1976  the  respective  figures  were  74  per  cent  and  15.9  per  cent. 

Table  4-3  illustrates  the  distribution  of  unemployment  insurance 
benefits  reported  by  taxfilers  by  income  class  for  1975  and  1976.  The  per¬ 
centage  of  all  taxfilers  reporting  unemployment  insurance  benefits  decreased 
from  16.4  per  cent  in  1975  to  14.8  per  cent  in  1976.  The  total  value  of 
benefits  reported  was  $928  million  in  1975  and  $874  million  in  1976.  The 
decline  in  benefits  reported  was  also  evident  in  the  total  amount  of  benefits 
paid'*'  in  Ontario.  In  1975,  the  total  benefits  paid  in  the  Province  were 

$975  million.  This  figure  declined  by  5.5  per  cent  in  1976  to  $921  million^. 

Unemployment  insurance  benefits,  as  a  percentage  of  all  reported  income  in 
Ontario,  were  2.1  per  cent  in  1975  and  1.7  per  cent  in  1976.  The  number  of 

taxfilers  reporting  unemployment  insurance  benefits  decreased  by  7.5  per  cent 

from  1975  to  1976.  During  that  same  time  period,  the  unemployment  rate  in 
Ontario  dropped  slightly  from  6.3  per  cent  to  6.2  per  cent3 


DISTRIBUTION  OF  TAXABLE  UIC  BENEFITS  BY  INCOME 

CLASS 

TABLE  4-3 

Income 

1975 

1976 

Number  of 

Filers  Claiming 
Benefits 

Average 

Benefit 

Value 

Number  of 

Filers  Claiming 
Benefits 

Average 

Benefit 

Value 

($000) 

(000) 

($) 

(000) 

($) 

0-5 

305 

1,144 

245 

1,155 

5-10 

309 

1,288 

292 

1,344 

10  -  12 

66 

1,193 

63 

1,237 

12  -  15 

63 

1,050 

63 

1,036 

15  -  20 

35 

840 

45 

924 

20  -  25 

5 

942 

12 

761 

25+ 

2 

896 

5 

681 

Total 

785 

1,182 

726 

1,204 

1.  After  cancellation  of  warrants  and  collection  of  overpayments. 

2.  From  Statistical  Report  on  the  Operation  of  the  Unemployment  Insurance 
Act,  Catalogue  number  73-001. 
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It  is  not  surprising  that  taxfilers  reporting  unemployment 
insurance  benefits  are  concentrated  in  the  under  $10,000  income  range. 
However,  over  the  period  from  1972  to  1976,  the  percentage  of  taxfilers 
in  upper  income  brackets  reporting  unemployment  insurance  benefits  has 
increased.  In  1972,  only  6.9  per  cent  of  taxfilers  claiming  benefits 
were  in  the  above  $10,000  income  range,  whereas  in  1976,  this  proportion 
had  risen  to  25.8  per  cent.  From  1972  to  1973,  the  largest  percentage 
increase  in  the  number  of  taxfilers  claiming  unemployment  insurance 
benefits  was  in  the  $12,000  to  $15,000  income  range.  From  1974  to  1975, 
the  largest  increases  occurred  in  the  $15,000  to  $20,000  income  group 
(106  per  cent)  and  in  the  above  $25,000  income  range  (100  per  cent). 

From  1975  to  1976  the  largest  changes  took  place  in  the  $20,000  to  $25,000 
income  class  (240  per  cent)  and  in  the  above  $25,000  income  group  (250 
per  cent)  This  trend  reflects  an  increase  in  the  incidence  of  unemploy¬ 
ment  in  higher  paying  occupations,  an  increase  in  unemployment  insurance 
payments  (from  an  average  of  $84.64  per  week  in  1975  to  $92.89  per  week 
in  1976)  and  growth  in  incomes. 

Since  contributions  are  linked  to  earnings  from  employment,  the 
distribution  of  contributors  shown  in  Table  4-4  approximates  the  distribu¬ 
tion  of  employment  earnings  by  income  class  found  in  Table  4-2.  Total 
contributions  deducted  by  taxfilers  increased  from  $321  million  in  1975 
to  $420  million  in  1976.  This  increase  is  explained  by  two  factors.  First, 
the  number  of  taxfilers  reporting  employment  income  increased  by  75,000 
between  1975  and  1976,  and  second,  the  maximum  premium  rose  from 
$134.68  in  1975  to  $171.60  in  1976. 


DISTRIBUTION  OF  UIC  CONTRIBUTIONS  BY  INCOME 

CLASS 

TABLE  4-4 

1975 

1976 

Income 

No .  of 

Average 

No .  of 

Average 

Class 

Contributors 

Value 

Contributors 

Value 

($000) 

(000) 

($) 

(000) 

($) 

Under  5 

931 

30 

829 

34 

5-10 

1,106 

88 

972 

83 

10  -  12 

398 

120 

374 

147 

12  -  15 

495 

126 

513 

159 

15  -  20 

415 

129 

537 

164 

20  -  25 

142 

130 

218 

165 

25  -  35 

77 

129 

130 

166 

35  -  50 

23 

127 

32 

165 

50  -  75 

9 

124 

10 

167 

75+ 

5 

124 

4 

163 

Total 

3,601 

89 

3,621 

116 

30 


Table  4-5  illustrates  the  distribution  of  UIC  benefits  by  sex 
and  marital  status  for  1975  and  1976.  Over  the  period,  there  was  a  general 
decrease  in  the  number  of  taxfilers  reporting  UIC  benefits.  The  decline 
was  evenly  distributed  between  male-female  and  married-single  breakdowns 
of  taxfilers. 


DISTRIBUTION  OF 
SEX  AND  MARITAL 

TAXABLE  UIC 
STATUS 

BENEFITS  BY 

TABLE  4-5 

Male 

Female 

Number 

Average 

Benefit 

Number 

Average 

Benefit 

(000) 

($) 

(000) 

($) 

1975 

Married 

251 

1,280 

242 

1,115 

Single 

190 

1,261 

101 

946 

1976 

Married 

231 

1,242 

229 

1,174 

Single 

173 

1,319 

93 

969 

CHAPTER  5:  INVESTMENT  INCOME 


This  chapter  discusses  the  distribution  and  tax  treatment  of 
three  important  sources  of  investment  income  -  interest  income,  dividend 
income  and  capital  gains.  Table  5-1  shows  the  breakdown  of  these  sources 
of  investment  income  and  their  share  of  total  income.  Interest  income  grew 
at  a  slightly  faster  rate  in  1976  while  dividend  income  declined  slightly 
as  a  percentage  of  total  income. 


MAJOR  SOURCES  OF  INVESTMENT  INCOME  REPORTED 
FOR  TAX  PURPOSES 

TABLE  5-1 

Income  Source 

Value 

%  of  Total  Income 

%  of 

Invest.  Income 

1975 

1976 

1975 

1976 

1975 

1976 

($  million) 

% 

Interest 

2,141 

2,592 

4.8 

5.1 

11 A 

79.7 

Taxable 

Dividends 

490 

503 

1.1 

1.0 

17. 7 

15.6 

Capital  Gains 

130 

159 

.3 

.3 

4.8 

4.7 

Total 

2,761 

3,254 

6.2 

6.4 

100.0 

100.0 

INTEREST  INCOME 

Interest  income  continues  to  be  a  significant  source  of  income  in 
Ontario  rising  slightly  as  a  percentage  of  total  income  and  as  a  percentage 
of  total  investment  income  from  1975  to  1976. 

Table  5-2  provides  a  breakdown  of  the  three  major  types  of  interest 
income  -  interest  from  bank  deposits,  bond  holdings  and  mortgage  holdings. 

In  1976,  income  from  bank  deposits,  as  a  percentage  of  total 
interest  income,  dropped  to  67  per  cent  from  68  per  cent  in  1975.  The  propor¬ 
tion  of  total  interest  income  held  by  bond  interest  and  mortgage  interest  did 
not  change  from  the  1975  level;  each  represented  16  per  cent,  In  addition,  a 
small  amount  of  interest  income  is  reported  from  other  sources  such  as  annuities 
and  trusts,  but  is  negligible  for  analysis  in  this  report. 

From  1975  to  1976,  the  number  of  taxfilers  reporting  bank  interest 
income  increased  by  8.5  per  cent.  This  increase  can  be  explained  by  the  rise 
in  interest  rates  paid  on  non-chequable  savings  deposits  and  guaranteed  income 
certificates  in  1976,  and  possibly  a  desire  to  become  more  liquid  which 
resulted  in  a  shift  towards  savings. 
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The  number  of  taxfilers  reporting  mortgage  interest  income 
increased  by  12.8  per  cent  between  1975  and  1976.  The  9.3  per  cent  in¬ 
crease  in  the  average  value  of  mortgage  interest  income  was  the  result  of 


MEREST  INCOME  REPORTED  FOR  TAX  PURPOSES 

TABLE 

5-2 

Number  of 

Filers  Reporting 
Interest 

Average 

Interest 

Income 

Total 

Interest 

Income 

Interest  Income 
As  a  %  of 
Gross  Income 

cooo) 

($) 

($  million) 

(%) 

1975 

Bank  Interest 

1,875 

772 

1,448 

3.27 

Bond  Interest 

426 

821 

350 

0.79 

Mortgage  Interest 

164 

2,093 

343 

9.78 

Total 

2,463 

- 

2,141 

4.84 

1976 

Bank  Interest 

1,969 

885 

1,743 

3.46 

Bond  Interest 

518 

824 

427 

0.85 

Mortgage  Interest 

185 

2,287 

423 

0.84 

Total 

2,672 

- 

2,593 

5.15 

a  combination  of  factors:  an  increase  in  the  number  of  mortgages,  bigger 
loans  and  refinancing,  many  at  a  higher  interest  rate.  The  total  value 
of  interest  income  from  mortgages  rose  by  23.3  per  cent  to  $423  million. 

Due  largely  to  the  redemption  of  lower  yield  bonds  in  favour  of  new 
issues  offering  a  higher  interest  rate,  the  number  of  taxfilers  reporting 
income  from  bond  interest  has  been  increasing  since  1973.  From  1975  to 
1976,  21.6  per  cent  more  taxfilers  reported  bond  interest  income.  However, 
while  the  number  of  taxfilers  in  the  above  $15,000  income  class  reporting 
bond  interest  income  rose  by  34.1  per  cent  from  1975  to  1976,  the  number 
of  taxfilers  in  the  under  $15,000  income  class  only  rose  by  9.0  per  cent. 

This  could  be  the  result  of  the  fact  that  lower  income  taxfilers  generally 
hold  Canada  Saving  Bonds  and  higher  income  taxfilers  hold  corporate 
bonds.  Since  the  year-to-year  increases  in  the  interest  rate  offered  by 
Canada  Saving  Bonds  have  not  been  as  large  as  those  recorded  by 
corporate  bonds,  it  follows  that  higher  income  taxfilers  would  redeem  their 
bonds  more  frequently  than  would  lower  income  taxfilers.  The  1975  to  1976 
increase  in  average  value  of  income  reported  from  bond  interest  was 
negligible.  Total  bond  interest  income  rose  by  22  per  cent. 
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Since  1974,  many  taxfilers  holding  Canada  Savings  Bonds  with  un¬ 
cashed  coupons  or  with  bonus  coupons  cashable  only  at  maturity  have  been 
reporting  interest  on  a  receivable  basis  rather  than  on  a  cash  basis  to 
take  optimal  advantage  of  the  $1,000  investment  income  deduction. 

The  distribution  of  interest  income  by  income  class  is  shown  in 
Tables  5-3  to  5-5.  In  general,  savings  in  the  form  of  bank  deposits  (in¬ 
cluding  long-term  securities  such  as  Guaranteed  Investment  Certificates, 
etc)  dominate  all  income  classes  due  to  their  use  as  a  "safe"  investment 
and  for  future  transactions.  This  strong  performance  in  the  lower  income 
brackets  is  reinforced  by  the  savings  behaviour  of  pensioners,,  In  1976, 

19  per  cent  of  all  taxfilers  in  the  under  $10,000  income  range  were  pensioners. 
During  the  same  time  period,  pensioners  reported  higher  average  income  from 
investment  sources  than  did  other  taxfilers  in  the  same  income  group  and 
therefore  biased  upward  the  average  interest  income  figures  of  the  lower 
income  classes. 


DISTRIBUTION 
INCOME  CLASS 

OF  BANK  INTEREST 

BY 

TABLE  5-3 

Income 

Number  of 

Taxfilers  Reporting 
Interest  as  a  %  of 

Average 

Class 

Taxfilers 

All  Taxfilers  in  Class 

Value 

($000) 

($) 

1975 

Under  5 

498,331 

29.7 

492 

5-10 

478,191 

35.8 

732 

10  -  12 

182,042 

41.4 

641 

12  -  15 

247,534 

45.8 

623 

15  -  20 

241,968 

53.3 

724 

20  -  25 

102,752 

62.6 

990 

25  -  35 

70,807 

70.7 

1,424 

35  -  50 

29,341 

78.0 

2,333 

50  -  75 

14,396 

81.7 

3,495 

75+ 

9,199 

88.0 

9,113 

Total 

1,874,561 

39.2 

772 

1976 

Under  5 

478,614 

30.1 

544 

5-10 

474,497 

38.1 

868 

10  -  12 

172,884 

40.5 

801 

12  -  15 

235,374 

41.3 

772 

15  -  20 

293,161 

49.7 

754 

20  -  25 

143,481 

57.9 

978 

25  -  35 

105,388 

66.3 

1,342 

35  -  50 

38,944 

76.4 

2,144 

50  -  75 

16,720 

79.6 

3,751 

75+ 

9,985 

83.2 

10,151 

Total 

1,969,048 

40.1 

885 
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DISTRIBUTION 
INCOME  CLASS 

OF  MORTGAGE 

INTEREST  BY 

TABLE  5-4 

Income 

Number  of 

Taxfilers  Reporting 
Interest  as  a  %  of 

Average 

Class 

Taxfilers 

All  Taxfilers  in  Class 

Value 

T$000) 

($) 

1975 

Under  5 

38,710 

2.3 

1,045 

5-10 

43,504 

3.3 

1,710 

10  ~  12 

12,911 

2.9 

1,928 

12  -  15 

18,460 

3.4 

1,830 

15  -  20 

20,315 

4.5 

2,022 

20  -  25 

11,201 

6.8 

2,626 

25  -  35 

9,361 

9.3 

3,584 

35  -  50 

4,697 

12.4 

4,760 

50  -  75 

2,712 

15.4 

5,857 

75+ 

2,211 

21.1 

12,494 

Total 

164,082 

3.4 

2,093 

1976 

Under  5 

37,982 

2.4 

1,028 

5-10 

50,871 

4.1 

1,796 

10  -  12 

13,751 

3.2 

2,049 

12  -  15 

19,364 

3.4 

2,297 

15  -  20 

23,674 

4.0 

2,322 

20  -  25 

13,887 

5.6 

2,558 

25  -  35 

12,406 

7.8 

3,377 

35  -  50 

6,676 

13.1 

5,263 

50  -  75 

3,458 

16.5 

5,176 

75+ 

2,687 

22.4 

12,639 

Total 


184,756 


3.8 


2,287 
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DISTRIBUTION 
INCOME  CLASS 

OF  BOND  INTEREST  BY 

TABLE 

5-5 

Income 

Number  of 

Taxfilers  Reporting 
Interest  as  a  %  of 

Average 

Class 

Taxf ilers 

All  Taxfilers  in  Class 

Value 

($000) 

($) 

1975 

Under  5 

99,020 

5.9 

499 

5-10 

113,415 

8.5 

722 

10  -  12 

41,080 

9.3 

681 

12  -  15 

54,500 

10.1 

685 

15  -  20 

56,463 

12.4 

768 

20  -  25 

26,306 

16.0 

1,004 

25  -  35 

19,748 

19.7 

1,476 

35  -  50 

8,766 

23.2 

2,206 

50  -  75 

4,203 

23.8 

3,709 

75+ 

2,852 

27.3 

6,856 

Total 

426,353 

8.9 

821 

1976 

Under  5 

105,799 

6.7 

487 

5-10 

125,136 

10.0 

727 

10  -  12 

48,523 

11.4 

731 

12  -  15 

63,728 

11.2 

608 

15  -  20 

77,201 

13.1 

774 

20  -  25 

39,078 

15.8 

1,031 

25  -  35 

36,642 

23.0 

1,182 

35  -  50 

13,444 

26.4 

2,032 

50  -  75 

5,437 

25.9 

3,410 

75+ 

3,427 

28.6 

6,207 

Total 


518,415 


10.6 


824 


36 


DIVIDEND  INCOME 

In  1975,  417,044  taxfilers  reported  taxable  dividends ,  The  total 
dollar  value  reported  for  tax  purposes  was  $653  million.  By  1976,  the  number 
of  taxfilers  claiming  taxable  dividends  had  dropped  to  392,318,  a  decline  of 
5.9  per  cent.  Total  income  from  this  source,  however,  increased  by  2.8  per 
cent  to  $671  million.  Slow  growth  or  a  decline  in  the  number  of  taxfilers 
reporting  taxable  dividends  has  been  visible  since  1972.  This  trend  is  a 
reflection  of  a  shift  in  preference  towards  lower  risk  investments.  Since 
the  beginning  of  the  decade,  individuals  have  been  leaving  the  stock  market 
and  taking  up  safer  investments  such  as  real  estate  or  bonds.  Institutions, 
on  the  other  hand,  have  been  buying  up  the  shares.  As  a  result,  there  has 
not  been  a  visible  reaction  to  the  inclusion  of  dividends  in  the  $1,000 
interest  deduction  in  1975. 

The  9.2  per  cent  increase  in  the  average  value  of  income  received 
from  taxable  Canadian  corporations  from  1975  to  1976  is  a  result  of  a  growth 
in  profits . 

The  income  distribution  of  dividends  received  from  taxable  Canadian 
corporations  reported  for  1975  and  1976  is  shown  in  Table  5-6 .  As  this  table 
indicates,  the  distribution  of  taxable  dividend  income  is  biased  towards  the 
upper  income  ranges. 

From  1975  to  1976,  the  number  of  taxfilers  reporting  dividend  income 
decreased  for  the  under  $20,000  income  range.  At  the  same  time,  the  average 
value  of  dividend  income  reported  for  this  income  class  increased  by  9.3  per 
cent.  This  pattern  has  been  visible  for  several  years:  a  drop  in  the  number 
of  lower  Income  taxfilers  and  an  increase  in  average  value  of  dividend  income  * 
This  trend  is  most  likely  a  result  of  taxfilers  in  the  lower  income  ranges, 
whose  dividend  income  is  considerably  below  the  average  value  of  their  particular 
income  class,  selling  their  shares  and  dropping  out  of  the  market.  Supporting 
this  pattern  also  is  the  movement  of  people  from  lower  income  groups  to  higher 
income  groups  from  1975  to  1976.  As  a  result,  the  average  value  of  dividend 
income  reported  by  lower  classes  is  pushed  upwards. 

This  increase  was  limited  in  1976  by  the  Anti-Inflation  Board  which 
froze  dividends,  as  well  as  restricted  wages  and  prices  to  8  per  cent  in¬ 
creases  effective  from  October  1975  to  October  1976. 
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DISTRIBUTION  OF  DIVIDENDS  FROM  TAXABLE 
CANADIAN  CORPORATIONS  BY  INCOME  CLASS 

TABLE  5-6 

Number  of 

Taxfilers  Reporting 

Taxf ilers 

Per  Cent  of  All 

Total  Value 

Income 

Reporting 

Taxfilers  in 

of  Actual 

Average 

Class 

Dividends 

Income  Class 

Dividends 

Value 

C$  000) 

($  million) 

0?) 

1975 

Under  5 

77,649 

5 

21 

271 

5-10 

89,555 

7 

43 

485 

10  -  12 

33,721 

8 

19 

565 

12  -  15 

47,001 

9 

28 

602 

15  -  20 

60,952 

13 

44 

730 

20  -  25 

38,948 

24 

40 

1,028 

25  -  35 

34,294 

34 

59 

1,709 

35  -  50 

17,830 

47 

63 

3,529 

50  -  75 

9,840 

56 

56 

5,732 

75+ 

7,254 

69 

115 

15,899 

Total 

417,044 

9 

490 

1,174 

1976 

Under  5 

65,327 

4 

18 

287 

5-10 

76,824 

6 

38 

500 

10  -  12 

30,088 

7 

18 

597 

12  -  15 

39,277 

7 

28 

714 

15  -  20 

57,331 

10 

43 

746 

20  -  25 

38,936 

16 

37 

948 

25  -  35 

43,134 

27 

66 

1,526 

35  -  50 

21,983 

43 

69 

3,137 

50  -  75 

11,549 

55 

66 

5,686 

75+ 

7,959 

66 

120 

15,067 

Total 


392,318 


8 


503 


1,283 


38 


Table  5-7  displays  the  income  distribution  of  the  dividend 
tax  credit.  The  number  of  taxfilers  claiming  a  credit  represents  84 
per  cent  of  all  taxfilers  reporting  taxable  dividends  in  1975  and  83 
per  cent  in  1976. 


DISTRIBUTION  OF 
BY  INCOME  CLASS 

DIVIDEND  TAX 

CREDIT 

TABLE  5-7 

Income 

Number  of 

Average  Value  of  Tax  Credit 

Class 

Claimants 

Federal 

Ontario 

C$000) 

($) 

($)  " 

1975 

Under  5 

22,759 

35 

11 

5-10 

83,527 

108 

33 

10  -  12 

32,854 

146 

45 

12  -  15 

43,359 

160 

49 

15  -  20 

59,745 

194 

59 

20  -  25 

38,356 

275 

84 

25  -  35 

33,622 

461 

141 

35  -  50 

17,622 

945 

289 

50  -  75 

9,763 

1,532 

467 

75+ 

7,192 

4,244 

1,294 

Total 

350,799 

Average 

347  Average 

106 

1976 

Under  5 

15,929 

33 

10 

5-10 

68,486 

106 

32 

10  -  12 

28,283 

157 

48 

12  -  15 

37,520 

190 

58 

15  -  20 

55,655 

201 

61 

20  -  25 

37,833 

254 

77 

25  -  35 

42,378 

411 

125 

35  -  50 

21,824 

838 

256 

50  ~  75 

11,435 

1,518 

463 

75+ 

7,878 

4,040 

1,232 

Total 


327,221 


Average 


382 


Average  117 
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In  1975,  350,799  taxfilers  claimed  a  dividend  tax  credit.  The 
total  value  claimed  was  $122  million,  which  was  applied  against  basic 
federal  tax.  The  additional  tax  saving  due  to  Ontario's  dividend  tax  credit 
in  1975  was  $37  million. 

In  1976,  the  absolute  number  of  taxfilers  claiming  the  dividend 
tax  credit  declined  to  327,221  taxfilers.  The  total  value  of  the  federal 
tax  credit  was  $125  million,  up  2  per  cent  from  1975.  Taxable  dividends 
increased  by  3  per  cent  from  $653  million  to  $671  million  during  the  same 
period.  Ontario's  dividend  tax  credit  amounted  to  $38  million  in  1976, 
an  increase  of  3  per  cent  over  the  previous  year. 


CAPITAL  GAINS 

In  1975,  capital  gains  were  reported  by  140,475  taxfilers. 

The  average  gain  reported  was  $925  and  the  total  net  capital  gains  reported 
for  income  tax  purposes  was  $130  million.  In  1976,  the  number  of  taxfilers 
reporting  capital  gains  increased  by  12  per  cent  to  157,634,  The  average 
gain  reported  increased  by  17  per  cent  to  $1,086  and  the  total  net  capital 
gains  increased  by  32  per  cent  to  $171  million. 

Of  all  taxfilers  reporting  capital  gains  in  1976,  58  per  cent 
reported  share  transactions;  19  per  cent,  real  estate:  10  per  cent,  bond 
and  other  property  transactions;  and  22  per  cent,  from  other  sources.'*' 

Table  5-8  shows  a  11  per  cent  jump  in  the  number  of  taxfilers 
reporting  capital  gains  from  shares.  The  average  gain  from  share  trans¬ 
actions  increased  from  a  loss  in  1975  of  $166  to  a  gain  of  $557  in  1976. 
Part  of  this  increase  is  due  to  the  continuing  recovery  of  the  1974  stock 
market  slump  caused  by  the  oil  crisis. 

The  increase  in  capital  gains  from  real  estate  transactions 
has  slowed  from  1974  to  1975,  an  increase  of  43,8  per  cent  down  to  17.1 
per  cent  due  to  an  easing  in  real  estate  price  escalation  in  Ontario. 
Capital  gains  from  "Other  Sources"  are  derived  mainly  from  Canada  Savings 
Bonds  bonus  coupons  and  from  the  disposition  of  listed  personal  property 
and  personal  use  property. 

The  distribution  of  capital  gains  by  income  class  is  set 
out  in  Table  5-9,  One  feature  of  this  table  is  the  relatively  large 
number  of  taxfilers  reporting  capital  gains  in  the  lower  income  groups. 
This  can  be  explained  by  three  factors.  First,  persons  earning  a  low 


1.  Percentages  do  not  add  to  100  since  some  taxfilers  report  capital 
gains  from  more  than  one  source. 
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TRANSACTIONS  RESULTING  IN  CAPITAL 

GAINS 

TABLE  5-8 

Number 

1975 

of  Taxfilers 
1976 

Average  Gain  ($) 
1975  1976 

Shares 

82,320 

91,180 

-  166 

557 

Bonds  and  other 
Properties 

16,560 

16,013 

-  560 

-  145 

Real  Estate 

30,774 

30,138 

6,480 

7,588 

Other  Sources 

22,245 

34,311 

575 

481 

DISTRIBUTION  OF  TAXABLE  CAPITAL  GAINS  BY 

INCOME  CLASS 

TABLE 

1  5-9 

Number  of 

Taxfilers  Reporting 
Gains  as  a 

Total 

Average 

Income 

Taxfilers 

Per  Cent  of  all 

Value 

Value 

Class 

Reporting  Gains 

Taxfilers  in  Class 

Taxable 

Taxable 

($000) 

1975 

Under  5 

15,815 

1 

j. 

($  million) 

6.1 

($) 

386 

5-10 

24,948 

2 

11.5 

460 

10  -  12 

9,414 

2 

5.2 

553 

12  -  15 

16,177 

3 

9.1 

563 

15  -  20 

23,843 

5 

12.0 

503 

20  -  25 

15,721 

10 

10.3 

652 

25  -  35 

15,686 

16 

14.7 

940 

35  -  50 

9,046 

24 

11.5 

1,272 

50  -  75 

5,495 

31 

10.4 

1,886 

75+ 

4,330 

41 

39.2 

9,054 

Total 

140,475 

3 

129.9 

925 

1976 

Under  5 

13,381 

1 

4.6 

341 

5-10 

24,619 

2 

14.1 

572 

10  -  12 

10,270 

2 

5.1 

493 

12  -  15 

15,997 

3 

8.4 

523 

15  ~  20 

27,107 

5 

17.3 

637 

20  -  25 

19,620 

8 

12.1 

616 

25  -  35 

22,381 

14 

20.9 

936 

35  -  50 

12,270 

24 

17.7 

1,441 

50  -  75 

6,940 

33 

14.9 

2,144 

75+ 

5,049 

42 

43.6 

8,643 

3  171.2  1,086 


Total 


157,634 


-  41 


income  have  accumulated  considerable  assets  in  prior  years  when  their 
incomes  were  higher;  second,  the  low-income  group  contains  persons  whose 
major  source  of  income  was  capital  gains,  for  example,  spouses  with  in¬ 
vestment  income.  Third,  the  lower  income  groups  contain  a  large  number 
of  pensioners  with  assets a  Although  30  per  cent  of  the  taxfilers  report¬ 
ing  capital  gains  in  the  under  $10,000  income  group  in  1975  were  pensioners, 
the  average  value  of  capital  gains  reported  by  pensioners  was  one-sixth  of 
that  reported  by  non-pensioners. 

Table  5-9  indicates  that  the  percentage  of  taxfilers  report¬ 
ing  gains  and  the  average  dollar  value  reported  increased  rapidly  as 
income  increased.  Also,  in  1976,  there  was  a  distributional  shift  in 
reporting  toward  taxfilers  in  the  upper  income  group.  For  example,  in 
1975,  64.2  per  cent  of  taxfilers  reporting  capital  gains  were  in  the 
under  $20,000  income  range,  but  in  1976  this  proportion  had  declined 


to  60.0  per  cent. 


CHAPTER  6:  TAX  DEFERRAL  MECHANISMS 


This  chapter  examines  how  the  income  tax  system  is  used 
to  encourage  savings  for  retirement  and  for  home  ownership.  Three 
types  of  retirement  plans  are  eligible  for  tax  deferral — contribu¬ 
tions  to  the  Canada  Pension  Plan  (CPP),  contributions  to  a  Registered 
Retirement  Savings  Plan  (RRSP),  and  contributions  to  a  Registered 
Pension  Plan  (RPP). 

Table  6-1  displays  the  distribution  of  contributions  among 
the  various  tax  deferral  plans  for  1975  and  1976.  Contributors  to 
the  CPP  outnumber  contributors  to  either  an  RPP  or  an  RRSP  because  all  taxfilers 
with  employment  or  self-employment  income  greater  than  the  basic  exemption 
must  contribute  to  the  CPP.  However,  because  of  the  comparatively 
low  statutory  ceilings  on  CPP  contributions  ($135.00  in  1976)  and 
the  relatively  low  CPP  contribution  rate,  the  amount  of  income  con¬ 
tributed  and  the  amount  of  tax  deferred  is  much  lower  than  is  the 
case  with  either  of  other  plans. 


TAXFILERS  CONTRIBUTING 

TO  PENSION 

PLANS 

TABLE  6-1 

Number  of 
Contributors 

Average 

Contribution 

Total 

Contribution 

(000) 

($) 

($  million) 

1975 

Canada  Pension  Plan 

3,644 

99 

361 

Registered  Pension 

Plan 

1,064 

565 

602 

Registered  Retirement 
Savings  Plan 

438 

1,377 

603 

1976 

Canada  Pension  Plan 

3,716 

111 

411 

Registered  Pension 

Plan 

1,096 

666 

730 

Registered  Retirement 
Savings  Plan 

528 

1,607 

849 

Table  6-1  also  demonstrates  the  relative  growth  of  these 


retirement  savings  Plans.  Although  the  number  of  taxfilers  who  con¬ 
tribute  to  a  registered  pension  plan  is  approximately  two  and  one- 
half  times  the  number  of  filers  who  contribute  to  a  registered  savings 
plan,  growth  of  RRSPs  has  outstripped  that  of  RPPs  since  1972.  This 
growth  pattern  has  caused  a  progressive  narrowing  of  the  gap  between 
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total  contributions  to  RPPs  and  RRSPs.  While  in  1972,  total  con¬ 
tributions  to  RRSPs  were  only  67  per  cent  of  those  to  RPPs,  by  1976 
total  contributions  to  RRSPs  were  greater  than  those  to  RPPs  by  $119 
million . 

Table  6-1  also  indicates  that  in  1976,  the  total  dollar  value 
of  CPP  deductions  increased  by  13.9  per  cent.  The  value  of  deductions 
for  contributions  to  an  RPP  and  an  RRSP  increased  by  21.3  per  cent  and 
40.8  per  cent  respectively.  There  are  likely  both  an  income  and  sub¬ 
stitution  effect  responsible  for  this  behaviour.  The  increase  in  income 
and  therefore,  also  in  disposable  income,  led  to  an  overall  increase  in 
demand  for  all  types  of  savings  for  retirement  purposes.  It  is  also 
likely  that  a  large  number  of  taxfilers  shifted  savings  from  traditional 
instruments  to  RRSPs  in  order  to  enjoy  tax  deferral  benefits. 

Table  6-2  shows  that  in  1976,  an  estimated  $714  million  in 
income  tax  was  deferred  in  Ontario  via  the  deduction  of  pension  con¬ 
tributions.  The  bulk  of  this  tax  saving  was  attributable  to  registered 
pension  plans  and  registered  retirement  saving  plans.  As  was  mentioned 
earlier,  in  1976,  the  RPP  and  RRSP  deduction  ceilings  were  raised.  It  not 
only  created  higher  deductions  from  income,  but  also  this  increase  benefi  tted 
higher  income  taxpayers  more  than  lower  income  taxpayers.  Between  1975  and 
1976,  the  total  tax  deferral  from  all  pension  plans  grew  by  28  per  cent 


TAX  SAVINGS  RESULTING  FROM  CONTRIBUTIONS  TO 
PENSION  AND  SAVINGS  PLANS,  1975  and  1976 

TABLE  6-2 

Applicable 
Tax  Rate 

Total 

Contribution 

Tax 

Deferred 

(%) 

($  M) 

($  M) 

1975 

Canada  Pension  Plan 

27.4 

361 

99 

Registered  Pension  Plan 

35.2 

602 

212 

Registered  Retirement  Savings  Plans 

40.5 

603 

244 

Registered  Home  Ownership  Savings 
Plan 

30.0 

137 

41 

Total 

1,703 

596 

1976 

Canada  Pension  Plan 

27.4 

411 

113 

Registered  Pension  Plan 

35 .2 

730 

257 

Registered  Retirement  Savings  Plans 

40.5 

849 

344 

Registered  Home  Ownership  Savings 
Pl=>n 

30.0 

185 

56 

Total 

2,175 

770 

*  Ontario  Treasury  estimates 
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with  the  breakdown  for  deferral  growth  paralleling  the  pattern  of  con¬ 
tribution  growth;  CPP  rose  by  14  per  cent,  RPP  by  21  per  cent,  and  RRSP 
by  41  per  cent.  On  a  per  contributor  basis,  the  average  tax  savings  in 
1976  were  $30  from  the  CPP,  $234  from  an  RPP  and  $652  from  an  RRSP.  During 
the  same  period,  total  tax  deferral  resulting  from  RHOSP  contributions  rose 
by  37  per  cent  and  the  average  tax  saving  per  contributor  was  $283. 

Table  6-3  shows  the  distribution  of  contributors  to  the 
various  pension  plans  by  income  class.  With  the  exception  of  the 
under  $10,000  and  $35,000  to  $75,000  income  brackets,  over  90  per 
cent  of  the  taxfilers  in  each  bracket  made  contributions  to  the  Canada 
Pension  Plan.  Only  44  per  cent  of  taxfilers  contributed  to  CPP  in  the 
under  $5,000  income  bracket  because  of  the  many  pensioners,  persons 
with  non-contributory  earnings  and  occasional  workers  who  earn  less 
than  the  statutory  minimum  from  employment  sources  contained  in  this 
bracket . 

In  1976,  the  percentage  of  taxfilers  claiming  contributions 
to  a  registered  pension  plan  varied  from  2  per  cent  in  the  lowest 
income  bracket  to  53  per  cent  in  the  $25,000  to  $35,000  bracket.  The 
heaviest  concentration  of  contributors  was  in  the  middle  income  ranges. 

This  reflects  the  fact  that  RPP ' s  are  commonly  offered  as  a  benefit  of 
employment  and  so  are  linked  to  the  payment  of  wages  and  salaries. 

Employees  as  a  percentage  of  all  taxfilers  are  highest  in  the  $5,000 
to  $35,000  income  range. 

In  1976,  participation  rates  of  contributors  to  registered 
retirement  savings  plans  increased  progressively  as  income  increased 
from  less  than  1  per  cent  in  the  lowest  income  bracket  to  over  58  per 
cent  for  those  taxfilers  with  incomes  in  excess  of  $75,000.  Although 
those  taxfilers  reporting  over  $12,000  in  gross  income  represented 
slightly  over  one  third  of  all  taxfilers,  they  represented  almost 
three  quarters  of  the  total  number  of  taxfilers  contributing  to  an  RRSP. 

The  higher  disposable  income  characteristic  of  the  upper  income  brackets 
explains  the  rapidly  escalating  average  contributions  over  these  income 
groups,  the  increase  in  the  participation  rates  of  contributors  and  the 
rise  in  RPP  and  RRSP  deduction  ceilings. 


DISTRIBUTION  OF  GPP,  RPP  AND  RRSP  CONTRIBUTIONS  BY  INCOME  CLASS,  1976  TABLE  6-3 
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Commencing  in  1974,  the  income  tax  system  was  also  used  to 
encourage  savings  for  home  ownership.  Table  6-4  indicates  that  from 
1975  to  1976,  the  number  of  taxfilers  contributing  to  an  RHOSP  increased 
by  37.2  per  cent  to  198,247.  This  large  increase  is  due  to  the  matura¬ 
tion  of  the  program  following  its  introduction  in  1974;  as  the  program 
became  more  familiar  and  the  public  was  able  to  allocate  part  of  their 
disposable  income  towards  the  program,  the  response  jumped  considerably. 
Taxfilers  were  also  taking  advantage  of  the  RHOSP  by  putting  the  principal 
residence  in  the  other  spouse's  name.  This  loophole  was  closed  in  1978. 

It  is  not  surprising  that  the  largest  increase  in  taxfilers 
contributing  to  an  RHOSP  (49  per  cent)  took  place  in  the  $10,000  to  $35,000 
income  range.  This  range  contains  the  home  buying  public;  those  with 
income  below  $10,000  cannot  afford  a  home  and  those  with  income  over  $35,000 
usually  owtq  a  home  already.  The  per  cent  increase  of  taxfilers  contributing 
to  RHOSP  in  the  $10,000  to  $35,000  income  class  rose  from  61  per  cent  in 
1975  to  66  per  cent  in  1976. 


DISTRIBUTION  OF  RHOSP  CONTRIBUTIONS  BY  INCOME 

CLASS 

TABLE  6-4 

1975 

1976 

Income 

Number  of  Average 

Number  of 

Average 

Class 

Contributors  Contribution  Contributors 

Contribution 

under  5 

8,647 

827 

9,553 

800 

5-10 

42,327 

930 

49,405 

890 

10  -  12 

24,475 

949 

27,068 

947 

12  -  15 

27,111 

961 

41,024 

946 

15  -  20 

20,804 

962 

40,622 

970 

20  -  25 

9,992 

977 

13,514 

963 

25  -  35 

6,131 

993 

9,212 

991 

35  -  50 

2,627 

997 

4,299 

998 

50  -  75 

1,492 

994 

2,242 

999 

75+ 

939 

999 

1,308 

1,000 

Total  144,545  Avg. 

946 

Total  198,247 

Avg.  935 

Average  contributions 

to  the 

program  in  1976 

approximated 

those  of  1975.  This  is  due  to  the  $1,000  ceiling.  Most  taxfilers  who 
did  contribute  took  almost  full  advantage  of  the  available  deduction. 


CHAPTER  7:  WOMEN  IN  THE  TAX  SYSTEM:  1972-1976 


The  number  and  proportion  of  women  in  Ontario's  taxfiling 
population  has  been  increasing  consistently  since  1972*  Table  7-1 
indicates  that  while  39.9  per  cent  of  Ontario's  taxfilers  in  1972  were 
women,  by  1976,  this  figure  had  increased  to  42.3  per  cent.  In  addition, 
the  number  of  women  taxfilers,  as  a  proportion  of  their  population  total, 
has  been  rising  every  year.  In  1972,  42.3  per  cent  of  all  women  in 


Ontario  filed  a  tax  return  and  by 

1976,  49 

.8  per  < 

;ent  were 

taxfilers . 

ONTARIO'S  TAXFILING  POPULATION  BY 

SEX 

TABLE 

7-1 

%  Increase 

Sex 

1972 

1976 

1972/76 

Population  over  15  (000)'*' 

Male 

2,774 

3,034 

9.4 

Female 

2,857 

3,157 

10.5 

Total 

5,631 

6,191 

9.9 

Labour  force  (000)^ 

Male 

2,196 

2,402 

9.4 

Female 

1,211 

1,529 

26.3 

Total 

3,407 

3,931 

15.4 

Number  of  taxfilers  (000) 

Male 

2,510 

2,850 

13.6 

Female 

1,664 

2,076 

24.8 

Total 

4,174 

4,927 

17.8 

1.  Statistics  Canada  Publication  91-202 

2.  Statistics  Canada  Publication  71-001,  "The  Labour  Force" 


To  evaluate  better  the  increase  in  the  participation  of  women 
in  Ontario's  tax  system,  one  can  examine  the  increase  in  the  size  of  the 
male/female  population  and  compare  changes  in  the  male/female  labour  force 
and  the  male/female  taxfiling  population.  Table  7-1  shows  that  in  four 
years,  the  male  labour  force  increased  by  9.4  per  cent,  which  is  the  same 
as  the  increase  in  size  of  the  male  population.  On  the  other  hand,  the 
female  labour  force  increased  by  26.3  per  cent,  that  is,  at  approximately 
three  times  the  growth  rate  of  the  male  labour  force.  Accordingly,  the 
number  of  female  taxfilers  increased  by  a  larger  proportion  than  did  male 
taxfilers.  It  is  worth  noting  that  the  increase  in  the  number  of  female 
taxfilers  was  less  than  the  rise  in  the  female  labour  force  because  many 
women  with  income  from  sources  other  than  employment  did  not  file  tax 
returns . 

Table  7-2  indicates  that  the  proportion  of  women  filing  tax 
returns  and  the  proportion  of  women  paying  taxes  from  1975  to  1976  has 
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remained  fairly  constant .  In  previous  years  these  two  trends,  however, 
have  not  been  smooth  progressions.  The  proportion  of  women  filing  tax 
returns  increased  from  1973  to  1975  while  the  proportion  of  women  paying 
taxes  declined.  This  is  attributable  to  the  impact  of  the  Ontario  tax 
reduction  in  1975.  In  1975,  female  taxpayers  represented  34.3  per  cent 
of  total  taxpayers  in  Ontario,  and  in  1976  they  represented  34.4  per  cent. 
In  addition,  female  taxpayers  increased  as  a  percentage  of  all  women  over 
15  years  of  age:  the  percentage  in  1975  was  35.3  per  cent  and  in  1976, 

36.0  per  cent. 


ONTARIO'S  TAXPAYING  POPULATION  BY  SEX 

TABLE  7-2 

Sex 

1975 

1976 

%  Change 
1975/1976 

Population  over  15  (000) 

Male 

Female 

3,003 

3,092 

3,034 

3,157 

1.0% 

2.1% 

Total 

6,095 

6,191 

1.6% 

Number  of  taxfilers  (000) 

Male 

Female 

2,749 

2,037 

2,836 

2,076 

3.2% 

1.9% 

Total 

4,786 

4,912 

2.6% 

Number  of  taxpayers  as  a  percentage 
of  population  (%) 

Male 

Female 

69.6 

35.3 

71.4 

36.0 

2.6% 

2.0% 

Number  of  taxpayers  as  a  percentage 
of  taxfilers  (%) 

Male 

Female 

76.1 

53.7 

76.4 

54.8 

.4% 

2.0% 

Note:  Data  on  males  and  females  for 

staff  papers. 

1972-74  are 

contained  in 

the  earlier 

Table  7-2  reveals  that  the  percentage  of  female  taxfilers  pay¬ 
ing  taxes  has  increased  slightly  from  53.7  per  cent  in  1975  to  54.8  per 
cent  in  1976.  While  the  proportion  of  male  taxfilers  paying  taxes  has 
also  increased  marginally,  their  figures  are  still  greater  than  for  women, 
but  the  increase  has  been  much  smaller.  In  1975,  76.0  per  cent  of  male  tax- 
filers  paid  taxes  and  in  1976,  76.3  per  cent  did.  The  principal  reason 
for  the  smaller  percentage  of  women  paying  taxes  than  men,  is  that  on 
average  the  income  of  women  is  considerably  lower  than  that  of  men.  Table 
7-3  shows  the  income  distribution  of  male  and  female  taxfilers  in  1972 
and  1976. 

It  is  quite  obvious  that  more  females  than  males  are  con¬ 
centrated  in  the  lower  income  groups  and  because  most  tax  reduction 
measures  have  been  primarily  focused  on  the  under  $10,000  income  bracket, 
the  drop  in  females  paying  taxes  has  outweighed  the  decline  in  males 


paying  taxes. 
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INCOME  DISTRIBUTION  OF  TAXFILERS  BY  SEX  TABLE  7-3 


1972  1976 


Income 

Class 

Number 

of 

Females 

%  of 
Females 

Number 

of 

Males 

%  of 
Males 

Females 
as  a  % 
of 

Total 

Number 

of 

Females 

%  of 
Females 

Number 

of 

Males 

%  of 
Males 

Females 
as  a  % 
of 

Total 

($000) 

(000) 

(%) 

(000) 

(%) 

(%) 

($000) 

(%) 

(000) 

(%) 

(%) 

Under  5 

1,141 

68.55 

792 

31.57 

59.0 

947 

45.60 

622 

21.93 

60.4 

5-10 

450 

27.05 

943 

37.57 

32.3 

708 

34.08 

526 

18.55 

57.4 

10  -  12 

32 

1.93 

307 

12.21 

10.5 

160 

7.70 

267 

9.41 

37.5 

12  -  15 

21 

1.28 

232 

9.25 

8.4 

135 

6.49 

435 

15.34 

23.7 

15  -  20 

12 

0.70 

136 

5.41 

7.8 

81 

3.90 

507 

17.88 

13.8 

20  -  25 

4 

0.21 

46 

1.82 

7.2 

25 

1.20 

223 

7.86 

10.1 

25  -  35 

3 

0.15 

30 

1.20 

7.8 

13 

.63 

146 

5.15 

8.2 

35  -  50 

1 

0.07 

14 

0.54 

7,9 

4 

.19 

47 

1.66 

7.8 

50+ 

1 

0.06 

11 

0.43 

8.5 

3 

.14 

30 

1.06 

9.1 

Total 

1,664 

100.0 

2,510 

100.0 

39.9 

2,077 

100.0 

2,836 

100.0 

42.3 

Note:  Totals  may  not  add  due  to  rounding. 

Percentages  are  calculated  using  actual  figures 


OCCUPATION 

Analysis  of  tax  returns  indicates  the  major  occupational  areas 
in  which  women  are  concentrated*,  Data  for  1972  and  1976,  which  are  compiled 
in  Table  7-4,  reveal  changes  in  the  occupational  structure  for  women. 

Table  7-4  indicates  that  females  are  gradually  moving  into  male- 
oriented  occupations.  Females,  as  a  percentage  of  total  taxfilers,  increased 
from  1972  to  1976  in  the  following  traditionally  male  occupational  groups: 
farming  and  fishing,  medicine,  engineering  and  architecture,  sales,  trade, 
armed  forces,  business  services,  and  transportation,  communication  and  public 
utilities.  The  most  significant  changes  were  in  business  services  (from  21,7 
per  cent  to  40.0  per  cent)  and  armed  forces  (from  2,7  per  cent  to  7,0  per 
cent).  Increases  in  the  professional  fields  have  been  difficult  to  define 
because  many  professionals  work  for  a  firm  or  for  government  and  are  classified 
as  employees.  Both  in  1972  and  1976,  the  proportion  of  male  employees  exceeded 
that  of  female  employees. 
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OCCUPATION  OF  TAXFILERS  BY  SEX 

TABLE 

7-4 

1972 

1976 

Number 

Number 

Females 

Number 

Number 

Females 

of 

of 

as  a  % 

of 

of 

eiS  c L  / 

Females 

Males 

of  Total 

Females 

Males 

of  Total 

Employees  1 

,208,300 

1,966,800 

38.1  1 

,426,000 

2,154,000 

38.8 

Farmers  and  Fishermen 

3,900 

66,700 

5.5 

5,800 

60,500 

8.8 

Self-employed  professionals 

-  accountants 

100 

1,900 

5.5 

200 

2,600 

7.1 

-  doctors  and  surgeons 

500 

7,900 

6.4 

900 

10,000 

8.3 

-  dentists 

100 

2,100 

5.4 

/V 

2,700 

3.4 

-  lawyers  and  notaries 

.u 

A 

3,700 

2.1 

300 

5,400 

5.3 

-  engineers  and  architects 

* 

1,000 

0 

A 

1,000 

- 

-  other  professionals 

3,100 

5,300 

37.2 

4,600 

6,300 

42.2 

Sales  (including  insurance 

and  real  estate) 

1,700 

10,500 

13.6 

3,500 

11,400 

23.5 

Forestry,  manufacturing  and 

construction 

1,100 

30,000 

3.6 

1,000 

36,500 

2  o  7 

Recreation  services  (including 

entertainers  and  artists) 

1,600 

5,300 

22.9 

2,400 

6,800 

26.1 

Transportation,  Communications 

and  Public  Utilities 

800 

13,400 

5.8 

1,300 

16,500 

7.3 

Trade  (wholesale  and  retail) 

8,700 

41,300 

17.5 

12,500 

36,300 

25.6 

Investors  and  Capital  Gains 

118,700 

55,600 

68.1 

164,600 

92,400 

64.1 

Property  Owners 

20,100 

17,600 

53.2 

19,300 

16,300 

54.2 

Pensioners 

165,800 

165,500 

50.0 

268,400 

240,300 

52.8 

Armed  Forces  personnel 

700 

24,400 

2.7 

1,500 

20,000 

7.0 

Business  services 

300 

1,100 

21.7 

800 

1,200 

40.0 

Other  finance,  other  services 

and  other  business 

128,300 

89,900 

58.8 

164,300 

130,000 

55.8 

Total  1 

,663,900 

2,510,200 

39.9  2 

,077,400 

2,850,200 

42.2 

Notes:  Totals  may  not  add  due  to  rounding. 

Percentages  are  calculated  using  actual  figures. 
*  represents  figures  less  than  100. 


Table  7-4  shows  a  greater  proportion  of  female  rather  than  male 
investors  and  property  owners.  In  1972,  there  were  more  than  twice  the  number 
of  females  than  males  investing  and  reporting  capital  gains  and  about  15  per 
cent  more  females  with  income  from  property.  In  1976,  the  differences  narrowed 
slightly  with  females  becoming  less  dominant.  One  possible  explanation  is  that 
in  cases  where  female  taxfilers  had  minimal  or  no  income  from  employment  sources, 
husbands  may  have  placed  investments  in  their  spouse's  name,  in  order  to  reduce 
tax  payable  on  the  various  forms  of  investment  income,  despite  the  income 
attribution  rules.  In  addition,  if  property  was  registered  under  the  wife's 
name,  her  spouse  was  able  to  open  a  Registered  Home  Ownership  Savings  Plan 
and  therefore  reduce  his  taxable  income.  (This,  however,  will  not  be  allowed 


51 


beginning  in  1978,  as  announced  in  the  1977  federal  budget).  This  group 
of  women  also  includes  widows  who  have  inherited  their  spouse's  invest¬ 
ments.  Those  widows  who  do  not  remarry  would  most  likely  be  reporting 
income  other  than  investment  income  but  it  is  highly  possible  that  those 
who  chose  to  remarry  would  be  reporting  only  investment  income. 


INCOME 

Table  7-5  indicates  that  in  Ontario,  women  earn  less  than  men. 

In  1972,  all  male  taxfilers  in  Ontario  earned  an  average  of  $8,421  and 
all  women  taxfilers  $4,087,  which  is  only  48.5  per  cent  of  men's  earnings. 

By  1976,  males  were  earning  54  per  cent  more  and  females,  61  per  cent 
more0  As  a  result  the  earnings  differential  has  narrowed,  with  female 
earnings  at  51.8  per  cent  of  male  earnings. 

Table  7-5  indicates  that  from  1972  to  1976  the  wage  differentials 
for  men  and  women  narrowed  for  only  seven  of  the  nineteen  occupations  listed. 
Five  of  these  seven  occupational  fields  had  indicated  an  increase  in  females 
as  a  percentage  of  total  taxfilers  in  Table  7-4.  The  five  occupational  fields 
are : 

.  doctors  and  surgeons 
.  other  professionals 

„  transportation,  communication  and  public  utilities 
.  trade 

.  business  services 


MARITAL  STATUS 

As  noted  earlier,  there  has  been  an  increase  in  all  women  filing 
tax  returns.  Table  7-6  indicates  that  by  far,  the  greatest  change  has 
been  for  women  with  dependants,  an  increase  of  about  80  per  cent  contrasted 
with  a  25  per  cent  increase  for  women  with  no  dependants.  This  increase 
in  women  with  dependants  filing  returns  has  changed  the  composition  of 
women  taxfilers.  In  1972,  6.8  per  cent  of  women  taxfilers  claimed  dependants. 
By  1976,  this  figure  had  increased  to  9.8  per  cent.  The  proportion  of 
single  women  with  no  dependants  rose  from  41.9  per  cent  to  42,1  per  cent  while 
married  women  experienced  a  3.1  per  cent  drop  from  51.3  per  cent  to  48.2 


per  cent. 
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AVERAGE  INCOME  OF  TAXFILERS  B"¥ 
(dollars ) 

’  SEX 

TABLE 

7-5 

1972 

1976 

Occupation  Females 

Males 

Females 
as  a  % 
of  Males 

Females 

Males 

Females 
as  a  % 
of  Males 

Employees 

4,481 

8,930 

50.2 

7,513 

14,037 

53.5 

Farmers  and  Fishermen 

3,401 

4,660 

73.0 

5,461 

8,964 

60.9 

Self-employed  professionals 

-  accountants 

-  doctors  and  surgeons 

-  dentists 

-  lawyers  and  notaries 

-  engineers  and 
architects 

-  other  professionals 

5,136 

25,008 

14,242 

21,977 

4,490 

21,333 

43,564 

31,270 

33,943 

19,970 

13,336 

24.1 

57.4 

45.5 

64.7 

33.7 

6,706 

27,893 

20,661 

20,749 

6,583 

43,017 

48,413 

46,405 

47,799 

30,791 

19,240 

15.6 

57.6 
44.5 
43.4 

34.2 

Sales  (including  insurance 
and  real  estate)  4,300 

9,953 

43.2 

5,593 

14,879 

37.6 

Forestry,  manufacturing 
&  construction 

5,505 

7,555 

72.9 

5,191 

15,464 

33.6 

Recreation  services 
(incl.  entertainters 
&  artists) 

3,743 

5,656 

66.2 

5,301 

8,555 

62.0 

Transportation,  Communi 
cation  and  Public 
Utilities 

3,642 

6,031 

60.4 

5,566 

8,363 

66 . 6 

Trade  (wholesale  & 
retail ) 

4,178 

7,934 

52.7 

6,259 

11,655 

53.7 

Investors  &  Capital 
Gains 

5,440 

8,994 

60.5 

8,023 

12,016 

66.8 

Property  Owners 

3,591 

8,585 

41.8 

5,669 

13,804 

41.1 

Pensioners 

2,007 

3,352 

59.9 

3,105 

5,354 

58.0 

Armed  Forces  personnel 

7,226 

9,997 

72.3 

9,030 

15,153 

59.6 

Business  services 

3,375 

9,697 

34.8 

5,169 

12,882 

40.1 

Other  finance,  other 
service  and  other 
business 

1,749 

4,045 

43.2 

2,659 

5,294 

50.2 

Total 

4,087 

8,421 

48.5 

6,570 

12,943 

51.8 

WOMEN 

TAXFILERS  BY  MARITAL  STATUS 

TABLE  7-6 

1972 

1976 

%  Change 
1972/76 

Single 

-  No  Dependants  (000) 

697 

875 

25.5 

-  With  Dependants  (000) 

52 

94 

80.8 

Married 

-  No  Dependants  (000) 

853 

1,001 

17.4 

-  With  Dependants  (000) 

62 

107 

72.6 

Total 

1 ,664 

2,077 

24.8 

Note : 

Totals  may  not  add  due  to  rounding. 

Single  includes  women  who  have  never  been  married,  as  well  as 
divorced,  separated  or  widowed  women . 
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Unmarried,  divorced,  widowed  or  separated  mothers  are  generally 
the  family  heads  and  sole  source  of  income  for  the  family.  Due  to  in¬ 
flation,  widowed  mothers,  who  were  once  able  to  get  by  on  their  deceased 
husband's  life  insurance  plus  other  assets  are  no  longer  able  to  do  so 
and  therefore  enter  the  labour  force.  In  addition,  many  divorcees  are 
forced  to  find  a  job  due  to  insufficient  alimony  payments. 

Table  7-7  indicates  that  the  number  of  females  receiving  alimony 
has  been  increasing  every  year. 


ALIMONY  PAYMENTS  TO  WOMEN 

TAXFILERS 

TABLE  7-7 

1972 

1976 

%  Change 
1972/76 

Number  of  Recipients  (000) 

18 

27 

50.0 

Average  Payment  ($) 

1,840 

2,354 

27.9 

Even  though  average  alimony  payments  have  been  increasing, 
they  have  not  been  keeping  pace  with  the  growth  rate  in  average  total 
income.  While  average  alimony  payments  increased  by  27.9  per  cent  from 
1972  to  1976,  average  total  income  rose  by  60=8  per  cent  during  the  same 
time  period o  As  a  result,  most  women  receiving  alimony  have  to  work, 
especially  if  they  have  a  dependant.  This  is  one  factor  in  the  80.8  per 
cent  increase  in  single  women  taxfilers  shown  in  Table  7-6,  since  many 
women  who  had  no  income  before  their  divorce,  were  now  required  to  file 
tax  returns  as  alimony  payments  are  taxable. 

The  increase  in  single  women  with  no  dependants  in  Table  7-6 
is  in  part  a  reflection  of  an  increase  in  women  who  work  for  their  own 
personal  fulfillment,  rather  than  of  economic  necessity.  These  women, 
quite  often,  postpone  marriage  until  later  years.  In  addition,  as 
social  attitudes  towards  women  in  the  work  force  have  been  changing, 
women  have  become  more  educated;  the  more  educated  a  woman  is,  the  more 
likely  she  is  to  be  in  the  work  force,  and  therefore  file  a  tax  return. 

Table  7-8  shows  the  number  of  women  taxfilers  reporting  employ¬ 
ment  income.  The  changes  from  1972  to  1976  are  approximately  the  same 
as  for  all  female  taxfilers;  the  greatest  increases  in  women  reporting 
employment  income  were  those  with  dependants.  The  proportion  of  married 
women  with  no  dependants  decreased  from  1972  to  1976,  while  the  importance 
of  all  other  classes  increased.  Inflation  is  the  cause  of  the  large 
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increases  in  women  with  dependants  reporting  employment  income.  Married 
women  with  children  are  finding  that  their  husbands  are  net  earning 
sufficient  income,  in  real  terms,  to  maintain  their  accustomed  lifestyle 
and  find  it  necessary  to  enter  the  labour  force.  Also,  with  improved 
child  care  facilities,  they  are  more  likely  to  be  able  to  do  so. 


WOMEN  TAXFILERS  REPORTING 
BY  MARITAL  STATUS 

EMPLOYMENT  INCOME 

TABLE  7-8 

1972  1976 

%  Change 
1972/76 

Single  -  No  Dependants  (000) 

471 

559 

18.7 

-  With  Dependants 

(000) 

41 

62 

51.2 

Married  -  No  Dependants  (000) 

720 

814 

13.1 

-  With  Dependants 

(000) 

56 

98 

75.0 

Table  7-9  shows 

that  in  1972,  the  average 

income 

of  married 

women  with  no  dependants  exceeded  that  of  single  women  with 

no  dependants 

by  3.4  per  cent.  By  1975, 

this  discrepancy  had  grown  to  6. 

9  per  cent. 

The  average  income  of  married  women 

taxfilers  with 

dependants  was  25.0 

per  cent  greater  than  that 

of  single 

women  with  dependants 

in  1972,  and 

53.2  per  cent  in  1975. 

INCOME  OF  WOMEN  TAXFILERS 

BY  MARITAL  STATUS 

TABLE  7-9 

1972 

1976 

Average 

Income 

%  in  the 
Under  $10,000 
Income  Group 

Average 

Income 

%  in  the 

Under  $10,000 
Income  Group 

Single  -  No  Dependants 

($) 

3,892 

(%) 

94.8 

($) 

6,137 

(%y " 

81.6 

-  With  Dependants 

5,045 

91.8 

6,635 

72.8 

Married  -  No  Dependants 

4,026 

96.9 

6,561 

80.9 

-  With  Dependants 

6,305 

90.0 

10,165 

58.6 

CHILD  CARE  EXPENSES 

Traditionally,  the  assumption  has  been  made  that  children  are 
the  responsibility  of  their  mother  who  will  care  for  them  in  the  family 
home.  Today,  however,  more  than  ever  before,  there  are  many  couples  with 
children  where  both  husband  and  wife  are  in  the  labour  force,  as  well  as 
an  increasing  number  of  single  parent  families,  male  and  female. 


INCOME  DISTRIBUTION  OF  WORKING  MOTHERS  CLAIMING  CHILD  CARE  EXPENSES  TABLE  7-10 
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As  the  participation  rates  for  women  with  dependants  in  the  Ontario 
labour  force  have  increased,  child  care  facilities  have  been  expanded.  Table 
7-10  indicates  that  the  number  of  working  mothers  claiming  child  care  expenses 
has  increased  by  76.8  per  cent,  from  1972  to  1976.  The  average  claim  per  tax- 
filer  increased  by  71.6  per  cent  and  the  average  claim  per  child  increased  by 
68 o 8  per  cent.  The  large  increase  in  the  average  claim  per  child  and  average 
claim  per  taxfiler  is  largely  a  result  of  income  tax  changes  in  1976.  The 
claim  per  child  was  increased  from  $500  to  $1,000  and  the  maximum  deduction 
per  taxpayer  was  raised  from  $2,000  to  $4,000. 

As  expected,  taxfilers  claiming  child  care  expenses  are  concentrated 
in  the  low-income  groups.  Working  mothers  in  the  under  $10,000  income  groups, 
are  those  that  have  to  work,  either  to  supplement  their  husbands'  incomes  or 
because  they  are  the  sole  providers  for  the  family.  Only  a  small  proportion 
of  women  taxfilers  in  the  upper-income  ranges  are  claiming  child  care  expenses. 
The  average  claim  per  taxfiler  is  higher  in  the  upper  income  ranges  because 
of  an  increase  in  the  average  number  of  children  in  day  care  and  a  higher 
average  claim  per  child. 


CHAPTER  8:  PENSIONERS  IN  THE  TAX  SYSTEM:  1975-76 


The  number  and  proportion  of  persons  65  years  of  age  and  over 
in  Ontario's  taxfiling  population  has  continued  to  increase  in  recent 
years o  In  1975,  pensioners  who  filed  a  tax  return  numbered  622,000  and 
represented  13.0  per  cent  of  total  taxfilers.  In  1976,  at  669,000,  they 
represented  13.6  per  cent  of  total  taxfilers.  The  proportion  of  pensioners 
paying  taxes  also  rose  from  4.9  per  cent  of  Ontario's  taxpaying  population 
in  1975  to  5.4  per  cent  in  1976.  This  reverses  the  decline  in  pensioners 
paying  taxes  experienced  in  the  previous  year. 

In  1975,  the  number  of  pensioners  paying  taxes  declined  as  a 
result  of  several  factors  -  the  first  being  the  1975  Ontario  tax  reduc¬ 
tion  which  exempted  persons  from  paying  provincial  tax  if  their  taxable 
income  was  less  than  $1,395  (in  1975,  the  average  taxable  income  for 
pensioner  taxfilers  was  $2,289)  and  the  second,  the  exemption  of  the  first 
$1,000  of  private  pension  income  from  tax.  Further,  pensioners  who  became 
taxfilers  in  response  to  the  Ontario  Tax  Credits  tended  to  be  low-income. 

In  addition,  indexing  of  10.1  per  cent  increased  personal  age  exemption. 

The  jump  in  the  proportion  of  pensioners  paying  taxes  from  21.9 
per  cent  in  1975  to  24.1  per  cent  in  1976  was  a  return  to  a  trend  evident 
prior  to  the  1975  tax  changes  where  the  rising  incomes  of  many  pensioners 
had  resulted  in  more  pensioners  paying  taxes. 

Table  8-1  shows  that  over  the  one  year  period,  the  number  of 
pensioners  increased  by  4.2  per  cent,  pensioners  filine  a  tax  return  rose 
by  7.6  per  cent,  while  the  number  paying  taxes  increased  by  14.8  per  cent. 
The  larger  increase  in  the  number  of  pensioners  paying  taxes  than  filing 
returns  is  attributable  to  two  factors.  First,  the  increase  in  average 
income  for  pensioners  from  $5,844,  in  1975  to  $6,432  in  1976  (10.1  per 
cent)  and  second,  a  22.3  per  cent  increase  in  the  number  of  pensioners 
within  the  $5,500  to  $8,500  income  class,  many  of  whom  became  taxable  as 
a  result  of  their  rising  incomes. 

The  larger  increase  in  pensioner  taxfilers  than  in  Ontario's 
population  was  the  result  of  a  greater  proportion  of  pensioners  filing 
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a  tax  return  in  1976  than  in  1975.  While  87.7  per  cent  of  Ontario's 
pensioners  filed  tax  returns  in  1975,  90.5  per  cent  of  them  filed  in 
1976. 


AGE  DISTRIBUTION  OF 
( thousand) 

TAXFILERS 

TABLE  8-1 

Age 

1975 

1976 

%  Change 
1975-1976 

Number  of  Taxfilers 

0-64 

4,164 

4,241 

1.8 

65-69 

217 

238 

9.7 

+  70 

405 

431 

6.4 

Total 

4,786 

4,912 

2.6 

Number  of  Taxpayers 

0-64 

3,029 

3,124 

3.1 

65-69 

82 

94 

14.6 

+70 

73 

84 

15.1 

Total 

3,184 

3,303 

3.7 

Population 

0-64 

7,517 

7,525 

.1 

65-69 

249 

261 

4.8 

+70 

460 

478 

3.9 

Total 

8,227 

8,264 

.5 

INCOME  DISTRIBUTION 

Table  8-2  clearly  indicates  that  the  majority  of  pensioners 
are  concentrated  at  the  lower  end  of  the  income  scale.  Pensioners  in 
the  under  $5,000  income  range  are  generally  those  having  pensions  as 
their  sole  source  of  income,  namely  CPP ,  OAS  and  private  superannua¬ 
tion  plans.  In  the  higher  income  ranges,  the  income  sources  widen 
to  include  income  from  capital  gains,  investments  and  employment. 

The  bulk  of  the  7.6  per  cent  growth  in  the  number  of  tax- 
filers  65  years  of  age  and  over,  as  opposed  to  the  2.6  per  cent  growth 
in  total  taxfilers,  has  been  concentrated  in  the  $5,000  to  $10,000 
income  class.  Over  46  per  cent  of  the  growth  in  pensioners  occured 
in  this  income  class.  The  trend  evident  in  previous  years  of  increases 
in  the  number  of  taxfilers  at  the  low  end  of  the  income  scale  has 
apparently  stabilized  as  pensioners  have  acclimatized  to  the  Ontario 
Tax  Credit  System.  The  growth  in  taxfilers  at  the  $5,000  to  $10,000 
income  level  simply  exemplifies  growth  in  income. 
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INCOME  : 

DISTRIBUTION  OF  PENSIONERS 

TABLE  8-2 

1975 

1976 

Pensioners 

Pensioners 

as  a  %  of 

as  a  %  of 

all  tax- 

all  tax- 

Income 

Number  of 

%  of 

filers  in 

Number  of 

%  of 

filers  in 

Class 

Pensioners 

Total 

Income  Class 

Pensioners 

Total 

Income  Class 

($000) 

(000) 

(%) 

(%) 

(000) 

(%) 

(%) 

under  5 

396 

63.7 

23.5 

400 

59.8 

25.2 

5-10 

141 

22.6 

10.5 

163 

24.4 

13.1 

10-12 

25 

4.0 

5.7 

29 

4.3 

6.8 

12-15 

23 

3.7 

4.3 

28 

4.2 

4.9 

15-20 

16 

2.6 

3.6 

22 

3.3 

3.7 

20-25 

7 

1.2 

4.4 

10 

1.5 

4.0 

25-35 

6 

1.0 

6.3 

10 

1.5 

6.3 

35-50 

4 

0.6 

9.3 

5 

.7 

9.8 

50+ 

4 

0.6 

12.5 

4 

.  6 

12.1 

Total 

622 

100.0 

13.0 

669 

100.0 

13.6 

Note : 

1.  Totals 

may  not 

add  due  to 

rounding . 

2.  Percentages  are  calculated 

using  actual 

figure 

s . 

INCOME  SOURCES 

Table  8-3  indicates  that  pensioners,  on  average,  are  not  as 
financially  disadvantaged  as  generally  considered.  There  are  three  areas 
where  they  are  earning  considerably  less  than  all  taxfilers:  employment, 
self-employment  and  UIC  benefits.  The  lowest  earnings  in  employment  and 
self-employment  is  not  surprising,  since  many  pensioners  who  continue  their 
employment  during  retirement  work  less  hours  than  they  did  prior  to  retire¬ 
ment.  It  should  be  borne  in  mind  that  the  average  income  figure  is  an 
underestimate  due  to  GIS  and  GAINS  receipts  being  exempt  from  tax  and 
therefore  not  reported  on  tax  returns. 


AVERAGE  INCOME  OF  PENSIONERS  TABLE  8-3 


1975 

1976 

Pensioners 

Pensioners 

as  a  %  of 

as  a  %  of 

Income 

Pen- 

All  Tax- 

all 

Pen- 

All  Tax- 

all 

Source 

sioner 

filers 

taxfilers 

sioners 

filers 

taxfilers 

($) 

($) 

(%) 

($) 

($) 

(%) 

Employment 

earnings 

6,116 

9,036 

67.7 

6,378 

10,173 

62.7 

Self-employment 

earnings 

4,002 

6,383 

62.7 

3,733 

6,109 

61.1 

Rental  Income 

1,382 

727 

190.1 

1,618 

692 

233.8 

UIC  benefits 

1,352 

1,182 

114.4 

503 

1,204 

41.8 

OAS  benefits 

1,415 

1,413 

100.1 

1,561 

1,558 

100.2 

Private 

pension 

2,495 

2,575 

96.9 

2,678 

2,805 

95.5 

CPP  benefits 

671 

761 

88.2 

857 

925 

92.6 

Investment 

income 

2,720 

1,446 

188.1 

2,857 

1,593 

179.3 

Capital  gains 

722 

925 

78.1 

727 

1,006 

72.3 

Other  income 

822 

750 

109.6 

1,079 

835 

129.2 

All  income 

5,844 

9,247 

63.2 

6,432 

10,255 

62.7 
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From  1975  to  1976  total  income  of  pensioner  taxfilers  increased 
by  18.4  per  cent  from  $3,634  million  to  $4,404  million.  The  largest  in¬ 
creases  were  recorded  by  Other  Income  (67.0  per  cent)  and  CPP  benefits 
(62.6  per  cent).  A  large  decrease  was  recorded  in  total  UIC  benefits  of 
45.6  per  cent.  The  decrease  in  total  UIC  benefits  was  a  direct  result  of 
the  fall  in  the  average  UIC  claim  made  by  pensioners. 

The  fall  in  the  average  UIC  claim  made  by  pensioners  was  the 
result  of  changes  to  UIC  benefits  that  occurred  in  1976.  Previous  to  1976 
people  between  65  to  70  years  of  age  were  eligible  for  UIC  benefits  if  they 
were  not  claiming  the  Canada  Pension  Plan.  However,  in  1976,  amendments 
were  legislated  so  that  people  over  65  years  of  age  were  no  longer  eligible 
for  UIC  benefits.  Instead  they  became  eligible  only  for  the  standard  three 
week  retirement  benefit „  The  limiting  of  benefits  to  a  three  week  payment 
accounts  for  the  fall  in  the  average  benefit  from  $1,352  in  1975  to  $503  in 
1976.  The  number  of  pensioners  claiming  UIC  benefits  increased  in  1976  as 
the  pensioners  between  65  and  70  who  had  not  previously  collected  UIC  were 
paid  the  three  week  retirement  benefit  in  addition  to  people  just  turning  65 
years  of  age.  The  apparent  cause  behind  this  change  is  to  direct  people  to 
the  Canada  Pension  Plan  rather  than  allow*  them  to  collect  slightly  higher 
benefits  from  UIC  upon  retiring. 

Tables  8-4  to  8-10  illustrate  the  distribution  of  income  from 
various  sources  as  reported  by  pensioners. 


EMPLOYMENT  INCOME 

TABLE  8-4 

1975 

1976 

Pensioners 

Pensioners 

reporting 

reporting 

employment 

employment 

earnings  as 

earnings  as 

a  %  of  total 

a  %  of  total 

Income 

No .  of 

%  of 

pensioners  in 

No .  of 

%  of 

pensioners  in 

Class 

Pensioners 

Total 

income  class 

Pensioners 

Total 

income  class 

($000) 

(000) 

(%) 

(%) 

(000) 

(%) 

(%) 

under  5 

14.3 

16.3 

3.6 

14.8 

15.3 

3.7 

5-10 

34.3 

39.1 

24.4 

33.6 

34.8 

20.6 

10-12 

12.5 

14.2 

49.8 

11.9 

12.3 

41.0 

12-15 

11.3 

12.9 

49.2 

17.9 

13.4 

46.1 

15-20 

7.1 

8.1 

43.9 

10.7 

11.1 

48.6 

20-25 

2.7 

3.0 

36.8 

4.3 

4.4 

43.0 

25-35 

2.5 

2.8 

38.7 

4.5 

4.6 

45.0 

35-50 

1.5 

1.7 

42.2 

2.0 

2.1 

40.0 

50+ 

1.7 

1.9 

47.1 

2.0 

2.1 

50.0 

Total 

87.8 

100:.  0 

14.1 

96.6 

100.0 

14.4 

Note: 

Totals  may 

not  add 

due  to  rounding 
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The  number  of  pensioners  reporting  employment  income  increased 
by  10.0  per  cent  from  1975  to  1976.  Total  income  for  the  same  period 
increased  by  14.7  per  cent. 


Labour  force  participation  rate  figures  suggest  that  pensioners 
are  relying  on  income  from  sources  other  than  employment.  The  participation 
rate  for  persons  over  65  years  of  age  dropped  from  11.6  per  cent  to  10.2 
per  cent  during  the  period  between  1975  and  1976.  During  the  same  time 
period,  the  labour  force  participation  rate  for  all  ages  in  Ontario  dropped 
from  64.2  per  cent  to  64.0  per  cent.  ^ 


Between  1975  and  1976,  the  income  distribution  of  pensioners 
reporting  employment  earnings  shifted  upwards.  While  in  1975,  55.4  per 
cent  of  pensioners  reporting  employment  earnings  were  in  the  under  $10,000 
income  range,  by  1976,  this  proportion  had  dropped  to  50.1  per  cent.  This 
trend  was  characteristic  of  employment  earnings  reported  by  all  taxfilers, 
not  just  pensioners. 


UIC  BENEFITS 

Table  8-5 

Income 

Class 

1975 

1976 

No .  of 
Pensioners 

%  of 
Total 

Pensioners 

reporting 

UIC  benefits 
as  a  %  of 
total 

pensioners 
in  income 
c  lass 

No.  of  %  of 

Pensioners  Total 

Pensioners 

reporting 

UIC  benefits 
as  a  %  of 
total 

pensioners 
in  income 
c  lass 

($000) 

(000) 

(%) 

(%) 

(000) 

(%) 

(%) 

under  5 

6.4 

24.6 

1.6 

6.3 

16.6 

1.6 

5-10 

10.9 

41.9 

7.7 

13.1 

34.5 

0.0 

10-12 

3.2 

12.4 

12.8 

4.5 

11.8 

15.5 

12-15 

3.0 

11.7 

13.2 

6.2 

16.3 

22.1 

15-20 

1.7 

6.7 

10.8 

4.4 

11.6 

20.0 

20-25 

0.3 

1.3 

4.6 

1.6 

4.2 

16.0 

25-35 

0.3 

1.0 

4.1 

1.3 

3.4 

13.0 

35-50 

0.1 

0.3 

2.0 

.5 

1.3 

10.0 

50+ 

neg . 

0.1 

1.0 

.2 

.5 

5.0 

TOTAL 

25.9 

100.0 

4.2 

38.0 

100.0 

5.7 

Notes : 

Total  may 

not  add 

due  to  rounding. 

neg  =  negl 

igible 

amount  for  purpose  of  analysis. 

1  "The  Labour  Force".  Statistics  Canada,  catalogue  number  71-001. 
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Table  8-5  shows  the  increase  in  the  number  of  pensioners  claiming 
UIC  benefits  as  previously  alluded  to.  Reflected  in  the  table  is  the  up¬ 
ward  movement  in  the  income  distribution  for  pensioners.  The  46.7  per  cent 
increase  in  pensioners  claiming  UIC  benefits  was  evident  only  for  the  income 
classes  above  the  $5,000  mark,  especially  those  classes  above  the  $12,000 
mark  which  increased  their  proportion  of  UIC  beneficiaries  as  a  percentage 
of  the  total. 


OAS  BENEFITS 

TABLE  8-6 

1975 

1976 

Pensioners 

Pensioners 

reporting  OAS 

reporting  OAS 

benefits  as 

benefits  as 

a  %  of  total 

a  %  of  total 

Income 

No .  of 

%  of 

pensioners  in 

No .  of 

%  of 

pensioners  in 

Class 

Pensioners 

Total 

income  class 

Pensioners  Total 

income  class 

($000) 

(000) 

(%) 

(%) 

(000) 

(%) 

(%) 

under  5 

387.0 

63.5 

97.7 

383.7 

59.4 

95.9 

5-10 

139.2 

22.8 

99.0 

159.4 

24.7 

97.8 

10-12 

24.5 

4.0 

97.6 

28.0 

4.3 

96.6 

12-15 

22.5 

3.7 

97.6 

26.0 

4.0 

92.9 

15-20 

15.9 

2.6 

98.0 

21.2 

3.3 

96.4 

20-25 

7.1 

1.2 

97.6 

9.7 

1.5 

97.0 

25-35 

6.3 

1.0 

99.0 

9.1 

1.4 

91.0 

35-50 

3.5 

0.6 

98.6 

4.4 

.7 

88.0 

50+ 

3.5 

0.6 

98.9 

4.0 

.6 

96.1 

Total 

Note: 

609.4 

lotals  may 

100.0 

not  add 

98.0 

due  to  rounding 

645.5 

100.0’ 

96.5 

Table  8-6  indicates  that  most  taxfilers  65  years  of  age  and  over 
receive  Old  Age  Security  benefits.  The  proportion  of  pensioners  reporting 
income  from  OAS  was  98.0  per  cent  in  1975  and  96,5  per  cent  in  1976,  Those 
not  receiving  OAS  could  not  meet  the  residency  requirements.  The  5.9  per 
cent  increase  from  1975  to  1976  in  the  number  of  pensioners  reporting  OAS 
benefits  was  most  likely  a  result  of  a  natural  increase  in  the  number  of 
pensioners  eligible  for  OAS. 
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PRIVATE 

PENSION  INCOME 

TABLE  8-7 

Income 

Class 

1975 

1976 

No .  of 
Pensioners 

%  of 
Total 

Pensioners 
reporting  pri¬ 
vate  pension 
income  as  a 
%  of  total 
pensioners  in 
income  class 

No .  of 
Pensioners 

%  of 
Total 

Pensioners 
reporting  pri¬ 
vate  pension 
income  as  a 
%  of  total 
pensioners  in 
income  class 

($000) 

(000) 

(%) 

(%) 

(000) 

(%) 

(%) 

under  5 

93.7 

43.0 

23.7 

85.6 

36.1 

21.4 

5-10 

81.3 

37.3 

57.8 

95.4 

40.2 

58.5 

10-12 

13.0 

6.0 

51.9 

16.6 

7.0 

57.2 

12-15 

12.6 

5.8 

55.0 

15.5 

6.5 

55.4 

15-20 

8.4 

3.8 

51.6 

11.3 

4.8 

51.4 

20-25 

3.6 

1.6 

49.2 

4.8 

2.0 

48.0 

25-35 

2.8 

1.3 

44.3 

4.5 

1.9 

45.0 

35-50 

1.4 

0.6 

39.9 

2.0 

.8 

40.0 

50+ 

1.3 

0.6 

37.6 

1.6 

.7 

40.0 

Total 

218.2 

100.0 

35.1 

237.3 

100.0 

35.5 

Note: 

fotals  may  not 

add  due  to  rounding. 

Table  8-7  indicates  an  increased  incidence  of  private  pension 
income,  a  trend  evident  in  recent  years.  In  1976,  8.8  per  cent  more 
pensioners  reported  private  pension  income  than  in  1975,  and  total  income 
from  the  same  source  rose  by  16.8  per  cent.  This  reflects  persistent 
public  desires  for  higher  income  levels  during  retirement,  which  originated 
in  the  1950's  and  1960's  with  the  establishment  of  various  private  pension 
plans.  The  majority  of  these  plans  have  now  matured.  In  addition,  as  a 
result  of  the  Pension  Benefits  Act  of  1966,  pension  contributions  must  be 
vested  until  the  retirement  of  individuals.  Consequently,  more  pensioners 
have  been  reporting  private  pension  income  and  frequently,  from  more  than 
one  superannuation  plan. 

Table  8-7  indicates  that  the  occurence  of  private  pension 
income  has  been  increasing  in  each  income  class,  except  the  lowest  one, 
with  proportionately  more  pensioners  in  the  middle-income  classes  report¬ 
ing  private  pension  income.  In  addition,  the  income  distribution  has 
shifted  upwards.  In  1975,  80.2  per  cent  of  pensioners  reporting  private 
pension  income  were  in  the  under  $10,000  income  range,  but  by  1976,  that 
proportion  had  fallen  to  76.3  per  cent. 
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CPP  BENEFITS 

TABLE  8-8 

1975 

1976 

Pensioners 

Pensioners 

CPP  benefits 

CPP  benefits 

as  a  %  of 

as  a  %  of 

total 

total 

pensioners 

pensioners 

Income 

No .  of 

%  of 

in  income 

No .  of 

%  of 

in  income 

Class 

Pensioners 

Total 

class 

Pensioners  Total 

class 

($000) 

(000) 

(%) 

(%) 

(000) 

(%) 

(%) 

under  5 

124.3 

51.5 

31.4 

130.4 

42.4 

32.6 

5-10 

76.7 

31.7 

54.5 

103.0 

33.5 

63.2 

10-12 

12.8 

5.3 

50.8 

20.1 

6.5 

69.3 

12-15 

11.1 

4.6 

48.2 

20.5 

6.7 

73.2 

15-20 

7.8 

3.2 

47.7 

15.3 

5.0 

69.5 

20-25 

3.4 

1.4 

46.4 

6.5 

2.1 

65.0 

25-35 

2.9 

1.2 

45.6 

6.4 

2.1 

64.0 

35-50 

1.4 

0.6 

39.7 

2.9 

0.9 

58.0 

50+ 

1.3 

0.5 

36.8 

2.3 

0.8 

57.5 

Total 

241.5 

100.0 

38.8 

307.4 

100.0 

46.0 

Note: 

Totals  may  not 

add  due 

!  to  rounding. 

CPP  benefits  have  had  an  increasingly  significant  impact  on  the 
aged  population  of  Ontario.  From  1975  to  1976,  the  number  of  pensioners 
reporting  CPP  benefits  increased  by  27.3  per  cent,  average  CPP  benefits 
rose  by  27.7  per  cent  and  total  CPP  benefits  increased  by  62.6  per  cent. 

A  large  proportion  of  the  increase  in  the  number  of  pensioners  reporting 
CPP  benefits  was  due  to  an  increase  in  those  eligible  for  benefits.  (In 
1972,  the  CPP  program  was  seven  years  old  and  only  persons  between  65  and 
72  years  of  age  were  eligible  for  retirement  benefits.  By  1976,  many  of 
those  persons  who  were  61  to  64  years  of  age  in  1972  also  became  eligible 
for  benefits.)  This  partially  explains  the  increase  in  the  number  of  pen¬ 
sioners  eligible  for  CPP  benefits  in  1976.  The  remaining  increase  was  most 
likely  due  to  persons  who  had  reached  65  years  of  age  before  1976  but  were 
holding  off  retirement  in  order  to  receive  full  benefits „  The  program 
finally  matured  in  1976,  with  full  benefits  available  for  those  eligible 
in  that  year.  Under  certain  conditions,  persons  under  age  65  were  eligible 


for  other  forms  of  CPP  benefits. 
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As  in  most  of  the  other  income  sources,  the  income  distribution 
of  CPP  benefits  shifted  upward;  in  1975,  83.2  per  cent  of  pensioners  report¬ 
ing  CPP  benefits  were  in  the  under  $10,000  income  class  while  in  1976,  this 
proportion  dropped  to  75.9  per  cent.  In  addition,  a  greater  proportion  of 
pensioners  reported  CPP  benefits  in  all  income  classes ,  Pensioners  report¬ 
ing  CPP  benefits  comprised  38.8  per  cent  of  all  pensioners  in  1975  and  46o0 
per  cent  in  1976. 

Average  CPP  benefits  reported  by  pensioners  were  lower  than  the 
value  reported  by  all  beneficiaries.  The  reason  for  this  is  that,  through 
1976,  disability  pension  payments,  death  benefit  payments  and  widow's  pensions, 

which  can  be  received  by  taxfilers  under  age  65  greatly  exceed  the  retire¬ 
ment  pension  payments  reported  only  by  persons  over  65  years  of  age.  The 
27.7  per  cent  increase  from  1975  to  1976  in  average  CPP  benefits  reported  by 
pensioners  was  a  result  of  several  factors.  First,  the  CPP  program  had  not 
matured  in  1975  and  only  partial  benefits  were  being  paid^  Secondly,  the 
maximum  pensionable  earnings  rose  from  $7,500  in  1975  to  $8,300  in  1976,  as 
did  maximum  pensions.  Third,  CPP  benefits  rose  as  a  result  of  indexing 
(10.4  per  cent  in  1975  and  11.2  per  cent  in  1976),  and  fourth,  inflationary 
increases  in  wages  and  salaries  led  to  a  higher  average  earnings  ratio  and 
therefore  an  increase  in  benefits. 


INVESTMENT  INCOME 

TABLE  8-9 

1975 

1976 

Pensioners 

Pensioners 

reporting 

reporting 

investment 

investment 

income  as  a 

income  as  a 

%  of  total 

%  of  total 

pensioners 

pensioners 

Income 

No.  of 

%  of 

in  income 

No .  of 

%  of 

in  income 

Class 

Pensioners 

Total 

class 

Pens ioners 

Total 

class 

($000) 

(000) 

(%)  " 

(%) 

(000) 

(%) 

(%) 

under  5 

247.7 

54.5 

62.5 

255.8 

50.7 

64.0 

5-10 

127.3 

28.0 

90.5 

149.1 

29.6 

91.5 

10-12 

22.7 

5.0 

90.2 

26.6 

5.3 

91.7 

12-15 

21.5 

4.7 

93.4 

24.2 

4.8 

86.4 

15-20 

15.1 

3.3 

93.2 

20.6 

4.1 

93.6 

20-25 

7.1 

1.5 

97.9 

9.7 

1.9 

97.0 

25-35 

6.2 

1.4 

98.0 

9.5 

1.9 

95.0 

35-50 

3.5 

0.8 

98.5 

4.5 

.9 

90.0 

50+ 

3.5 

0.8 

99.7 

4.1 

.8 

99.3 

Total 

454.5 

100.0 

73.1 

504.1 

100.0 

75.4 

Note : 

Totals  may  not 

add  due  to  rounding. 
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The  number  of  pensioners  reporting  investment  income  between 
1975  and  1976  increased  by  10,9  per  cent.  All  income  classes  shared  in 
this  increase. 

A  prominent  feature  of  Table  8-8  is  the  large  proportion  of 
pensioners  in  all  income  classes  reporting  investment  income.  This  can 
be  explained  by  several  factors.  First,  many  taxfilers  report  bond 
interest,  most  likely  from  Canada  Savings  Bonds  that  were  purchased  at 
such  a  date  in  order  that  they  would  mature  only  during  retirement.  Second, 
a  large  part  of  the  investment  income  is  from  trusts,  Guaranteed  Income 
Certificates  and  annuities.  Third,  pensioners  may  be  receiving  mortgage 
interest  as  a  result  of  having  sold  their  home  to  their  children  or  of 
having  provided  mortgage  funds  to  their  children  and  fourth,  pensioners 
generally  have  bank  accounts  which  generate  interest  income. 

As  can  be  expected,  the  higher  the  income  class,  the  greater 
proportion  of  pensioners  there  are  reporting  investment  income.  Those 
pensioners  in  the  high-income  classes  were  presumably  there  before  retire¬ 
ment  and  therefore  it  was  possible  for  them  to  invest  to  a  greater  degree. 

In  addition,  high-income  taxfilers  are  more  likely  to  own  stocks  which 
generate  dividend  income  during  retirement. 


INCOME  : 

FROM  CAPITAL  GAINS 

Table  8-10 

1975 

1976 

Pensioners 

Pensioners 

reporting 

reporting 

income  from 

income  from 

capital 

capital 

gains  as  a 

gains  as  a 

%  of  total 

7o  of  total 

pensioners 

pensioners 

Income 

No .  of 

%  of 

in  income 

No .  of 

%  of 

in  income 

Class 

Pensioners 

Total 

class 

Pensioners 

Total 

class 

C$000) 

(000) 

(%) 

(%) 

(000) 

(%) 

(%) 

under  5 

4.5 

16.9 

1.1 

3.4 

11.3 

.8 

5-10 

7.8 

29.1 

5.5 

7.9 

26.2 

4.8 

10-12 

2.2 

8.1 

8.6 

2.5 

8.3 

8.6 

12-15 

2.3 

8.5 

9.9 

3.4 

11.3 

12.1 

15-20 

3.1 

11.6 

19.1 

3.7 

12.3 

16.8 

20-25 

1.6 

6.1 

22.3 

2.3 

7.6 

23.0 

25-35 

2.0 

7.6 

31.9 

2.9 

9.6 

29.0 

35-50 

1,4 

5.4 

40.8 

1.8 

6.0 

36.0 

50+ 

1.8 

6.7 

50.7 

2.1 

7.0 

52.5 

Total 

26.7 

100.0 

4.3 

30.1 

100.0 

4.5 

Note:  Totals  may  not 

add  due 

to  rounding 
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Income  from  capital  gains  experienced  trends  from  1975  to  1976 
similar  to  those  of  investment  income.  The  number  of  pensioners  report¬ 
ing  capital  gains  rose  by  12.7  per  cent  with  increases  in  all  income 
classes  above  $5,000.  The  number  of  pensioners  reporting  income  as  a 
proportion  of  total  pensioners  also  rose  from  4.3  per  cent  in  1975  to 
4„5  per  cent  in  1976.  This  reverses  a  trend  evident  in  previous  years 
where  pensioners  had  not  invested  in  the  stock  market  but  improvements 
in  1976  market  conditions  had  encouraged  their  investment. 

TAX  PAYABLE 

Table  8-11  indicates  that  the  tax  burden  on  pensioners  was 
further  reduced  between  1975  and  1976.  The  reduction  is  evident  since 
pensioners  experienced  a  greater  growth  in  average  income  verses  average 
taxable  income  than  taxfilers  under  65  years  of  age.  In  addition,  the 
average  total  tax  payable  of  pensioners  increased  less  than  the  average 
total  tax  payable  of  taxfilers  under  65  years  of  age  from  1975  to  1976. 


TAX  PAYABLE  BY  TAXFILERS 

TABLE 

8-11 

Age 

1975 

a 

1976 

l  Change 
1915/lb 

Number  of  taxfilers  (000) 

0-65 

65+ 

4,164 

622 

4,243 

669 

1.9 

7.6 

All 

taxfilers 

4,786 

4,912 

2.6 

Average  income/taxf iler ($ ) 

0-65 

65+ 

9,754 

5,844 

10,858 

6,432 

11.3 

10.0 

All 

taxfilers 

9,247 

10,255 

10.9 

Average  taxable  income/taxf iler ($ ) 

0-65 

65+ 

6,331 

2,288 

7,016 

2,496 

10.8 

9.1 

All 

taxfilers 

5,806 

6,401 

10.3 

Average  total  tax/taxfiler($ ) 

0-65 

65+ 

1,634 

565 

1,798 

617 

10.0 

9.2 

All 

taxfilers 

1,495 

1,637 

9.5 

Total  tax  payable  ($  million) 

0-65 

65+ 

6,803 

352 

7,628 

412 

12.1 

17.0 

All 

taxfilers 

7,155 

8,040 

12.4 
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This  trend  was  the  result  of  the  following  1976  tax  changes. 
First,  the  Ontario  tax  reduction,  implemented  in  1975  was  increased  in 
1976  so  that  taxpayers  with  taxable  income  equal  to  or  below  $1,540 
were  not  liable  for  Ontario  income  tax,  Second,  the  tax  brackets  and 
exemptions  were  further  indexed  at  an  11.3  per  cent  rate.  As  there 
were  proportionately  more  pensioners  than  non-pensioner  taxfilers  in 
the  under  $10,000  income  bracket,  pensioners  were  able  to  benefit  more 
than  others  from  the  increased  Ontario  tax  reduction. 


CHAPTER  9:  THE  ONTARIO  TAX  CREDIT  SYSTEM 


As  part  of  the  Government  of  Ontario's  commitment  to  tax  reform, 
the  Province  introduced  a  refundable  property  tax  credit  system  in  1972. 
The  basic  function  of  this  program  was  to  reduce  property  tax  burdens. 

The  system  was  expanded  in  later  years,  however,  to  embrace  other  taxes 
and  thereby  become  a  more  effective  measure  to  increase  the  progressive 
nature  of  taxes  in  Ontario. 

From  1974  to  1976  the  Ontario  tax  credit  system  was  basically 
unchanged.  Table  9-1  presents  the  formula  that  applied  in  those  years. 

An  amendment  was  introduced  for  the  1975  taxation  year  that  eliminated 
the  taxable  income  offset  for  persons  with  taxable  income  below  $1,395. 

For  the  1976  taxation  year,  the  taxable  income  level  below  which  the  off¬ 
set  was  eliminated  was  raised  to  $1,540. 


ONTARIO  TAX  CREDIT 

STRUCTURE:  1974-76  TABLE 

9-1 

Property  Tax 

Credit  + 

Sales  Tax 
Credit  + 

Pensioner  Tax  Tax.  Income 

Credit  -  Offset 

Max . 
Credit 

$180+10  per  cent 
of  occupancy  cost 

1  per  cent 
of  personal 
exemptions 

$110  2  per  cent 

$500 

If  occupancy  cost  is  less  than  the  basic  credit  of  $180,  the  basic 
credit  is  set  equal  to  occupancy  cost. 

VALUE 

OF  TAX  CREDITS 

IN  ONTARIO 

TABLE  9-2 

Total 

Taxfilers 

Total  Credit 
Recipients 

Total  Value 
of  Credits 

Average  Value 
of  Credits 

(ooo) 

(ooo) 

($  million) 

($) 

1974 

4,662 

2,898 

385 

133 

1975 

4,786 

3,013 

407 

135 

1976 

4,912 

2,986 

420 

141 

70 


Table  9-2  shows  the  value  of  tax  credits  in  Ontario.  The  total 
value  of  credits  has  risen  each  year  since  1974  but  at  a  much  slower  rate 
than  in  the  earlier  years  of  the  program  when  various  credits  were  intro¬ 
duced  and  raised o  The  stable  nature  of  the  tax  credit  system  from  1974 
to  1976  resulted  in  relatively  slow  growth  in  the  average  value  of  credits. 
It  rose  from  $133  in  1974  to  $141  in  1976  or  a  6.0  per  cent  increase. 

Table  9-3  presents  a  breakdown  of  the  distribution  of  Ontario 
tax  credits  by  income  class.  The  decline  in  recipients  appear  limited  to 
the  lower  income  classes,  below  $15,000  while  there  were  increases  in 
recipients  for  income  classes  above  $15,000.  Partially  explaining  this 
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CLASS 

TABLE  9-3 

Number 

of  Recipients 

Value  of  Credits 

Income 

1974 

1975 

1976 

1974 

1975 

1976 

($000) 

0-5 

1,118 

1,180 

1,154 

180 

184 

186 

5-10 

816 

755 

683 

127 

128 

130 

10  -  12 

348 

324 

286 

36 

38 

37 

12  -  15 

395 

442 

433 

30 

36 

40 

15  -  20 

200 

275 

363 

10 

15 

22 

20  -  25 

18 

31 

56 

1 

2 

3 

Total 

2,898 

3,013 

2,986 

133 

135 

141 

Note:  Taxfilers 

reporting  more  than 

$25,000  income  and 

claiming  a 

credit 

are 

excluded 

due  to  a 

lack  of 

reliable 

data . 

trend  was  the  upward  movement  of  incomes  which  placed  more  tax  credit 
recipients  in  higher  income  ranges  and  less  in  lower  income  ranges.  In 
addition,  there  were  less  tax  credit  recipients  in  the  lower  income  classes 
since  their  generally  smaller  tax  credits  were  more  susceptible  to  the  tax¬ 
able  income  offset.  Since  lower  income  filers  in  most  cases  cannot  afford 
to  own  a  house  and  subsequently  rent,  they  receive  a  lower  property  tax 
credit  and/or  a  sales  tax  credit  or  pensioner  credit.  Also  credit  recipients 
whose  taxable  income  was  raised  above  $1,540  in  1976  would  have  become 
liable  to  a  2  per  cent  offset,  amounting  to  just  over  $30  which  would  reduce 
the  number  of  low-income  credit  recipients  . 


Table  9-3  further  demonstrates  that  while  the  number  of  recipients 
claiming  tax  credits  in  the  lower  income  classes  decreased,  the  total  value 
of  tax  credits  increased. 
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The  increase  in  the  average  value  of  tax  credits  obtained  by 
the  lower  income  classes  was  the  result  of  the  indexing  of  exemptions 
and  tax  brackets  increasing  at  a  faster  pace  than  incomes  in  the  lower 
classes.  Thus,  the  resultant  decline  in  taxable  income  induced  a  smaller 
taxable  income  offset  for  the  lower  classes.  Similarly,  the  recipients 
with  higher  income  growth  concentrated  in  the  higher  income  classes,  would 
be  getting  lower  average  tax  credits  due  to  a  higher  taxable  income  offset. 

Table  9-4  shows  the  distribution  of  Ontario  tax  credits  by  value 

of  credit. 


DISTRIBUTION  OF  ONTARIO  TAX  CREDITS  BY  VALUE  TABLE  9-4 

OF  CREDIT 


Number  of  Recipients 

Value  of  Credit_ 1974  1975  ~1976 

($) 


0-25 

420 

528 

527 

25  -  50 

279 

305 

322 

50  -  75 

259 

255 

236 

75  -  100 

304 

269 

246 

100  -  125 

314 

278 

249 

125  -  150 

301 

289 

268 

150  -  175 

197 

193 

178 

175  -  200 

152 

138 

140 

200  -  225 

140 

132 

135 

225  -  250 

134 

142 

145 

250  -  275 

74 

104 

113 

275  -  300 

52 

59 

69 

300  -  350 

165 

150 

128 

350  -  400 

103 

175 

203 

400  -  500 

4 

13 

24 
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